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SECURED J)ISTRIBUTION © \ 


makes this Credit Manager 
a HERO 


A Case History from Our Files — No. 609-B 


A Manufacturer of air conditioning 
units wanted to insure full 

inventories at all strategic 

distributor locations in advance 

of the peak selling season. His 

Credit Manager advised that 

differing credit situations 

would make a uniform program 
impossible, and that each 

distributor would have to be 

judged on his individual credit 

rating. Asked to solve this problem, 
the Credit Manager called in 
Lawrence to take advantage of Secured 
Distribution. A nationwide schedule 
of shipments was worked out, adequate 
inventories as per management’s 
quotas were delivered to Lawrence 
field warehouses on distributors’ 
premises, and warehouse receipts issued 
to Manufacturer as his security. 

Prior to delivery of the merchandise by 
Lawrence, collection was made from 
the distributors. 


Result: Increased sales and 100% credit 
protection for the life of the transaction. 


®A Registered Service Mark of the Lawrence Warehouse Company 


LAWRENCE ON WAREHOUSE RECEIPTS 


37 Drumm Street, San Francisco, California 
100 N. La Salle Street, Chicago 2,111. ¢ 79 Wall Street, New York 5,N.Y. 
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In the News 


JosePpH L. Woop, assistant treas- 
urer, Johns-Manville Corporation, 






New York, as banquet speaker dis- peepee: 

cussed the role of credit in business ypANcE.see YOU" Cs whom: 
an oon 

management at the annual Vermont ae 


Husiness Roundtable, in Burlington. 


Henry F. CHADEAYNE, treasurer, 
General American Life Insurance Co., 
has been named research committee 
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chairman on the Citizens Committee . 
for City-County Coordination in St. : se 
Louis. Tw pleas) os. 
4H . Se ae ww 
W. Lee Beaver, Jr., treasurer, 1 a: ou Smee 
Artophone Corporation, St. Louis, has = , come 
been elected to the executive commit- \ atta : en 
tee of the board of managers of the : ( mato 
Missouri Baptist hospital there. i}: P = aaa 
: | en 
Epwarp W. LyMan, vice president, get 
United States National Bank, Omaha, bonne 
has been appointed chairman of the ae 
finance committee of the Mayor’s City- aie 
wide Planning Committee. — 
MANNY FRIEDMAN, vice president, -aecgine wtteth oP an 
Wesco Sales Corporation, of New When, @ windstorm, fire Or wee could mean delay, ST ed ret 
York, has been elected president of | everybody needs et cvuners affected: TRE yeast een ei 
the Park Avenue Temple Brother- pyc ae Pe ticyholders are ented ie eel losses. = 
hood. ™ aah they get prompt, fair ee why it pays to buy the best- < 
° That's what quality corer ee" The Home across the nation, catastrophe . 
Miss VirciniA A. REHME, vice pres- and that’s why tn every office Of Te Ao OL oy, The Home ne * 
ident, Southern Commercial and Sav- crews oe te work of other meres 8 : 
ings Bank, St. Louis, heads the Na- Catastr ade ality protection for your NON” 
ine Association of Bank Women. weenrt op - yon local — cures 
your car, 7 an Company. It's the thing to ¢° 
DonaLp B. ANDERSON, treasurer, wane 
Nagel-Chase Manufacturing Com- HE 
pany, Chicago, is president of the Cas- 71 
ter and Floor Truck Manufacturers 








ORGANIZED 1853 WtawHMce Conf a 
ys 


Association. rk 8, N.Y. 


Maiden Lane, New Yo 


: 59 
Home Office: * UTOMOBILE 1 or 
R. J. Pfotenhauer, assistant secre- The Home Indemnity Fedetity and Surety Bonds 
* . ualt nsurance, af 
tary, Charmin Paper Mills, Inc., ceavaag 900 independent Focal agents and brokers 


; 40,000 i 
Green Bay, Wis., has been selected as nen er ere 


the outstanding young man of the 
year by the Junior Chamber of 
Commerce there. 


————— 
_—_ 
—————— 


—_—_—_——— 


C. Lincotn LINDERHOLM, presi- 
dent, Central Bank, Grand Rapids, f b 
Mich., has been elected president of or a etter 
the Grand Rapids Rotary Club. 


HERBERT R. SILVERMAN, executive under standing eee 


vice president of James Talcott, Inc., 
New York City, is associate chairman 
for 1956 of the factors and finance 
division of the Joint Defense Appeal 
of the American Jewish Committee 


this advertisement appears in color in: 


BUSINESS WEEK—Sept. 8; NEWSWEEK—Sept. 17; 


ind Basi Birth; Mr, Silverman is TIME—Sept. 17; U. S. NEWS & WORLD REPORT—Sept. 28; 
chairman of the board of the National NATION'S BUSINESS—October; TOWN JOURNAL—Ociober; 
Commercial Finance Conference. AMERICAN HOME—October; BFTTER HOMES. & GARDENS—October. 
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EDITORIAL 


WH. Wan 
. Se al 
— Executive Vice-President ; 





The Value of Sound Teaching 


ASY come, easy go” is a maxim as true today as the day it first was spoken. 
The things you earn, which require a sacrifice on your part, are usually the 
things you preserve and appreciate most. One is grateful for a gift but 

proud of something acquired through labor, industry, thrift and saving. Another 
saying of history is that “all work and no play makes Jack a dull boy.” No one 
ever emphasized the fact that too much play and too little work makes Jack a 
soft boy. He cannot take it if he never has known hardship. 


In this day and age, when we look to the government for most everything, 
when in our employment we emphasize not the work to be done but the benefits 
to be given us, it is questionable whether in a period of stress and strain we 
shall possess the strength of character needed to quickly overcome it. It is a 
fact that the things you fight to win you respect. Illness makes a return of good 
health more enjoyable. Every hardship endured emphasizes the pleasure of 
comforts. 


We do not want a nation of sufferers, but we do not want to be spoon-fed 
a doctrine that the world presents no problems. Look what has happened to other 
nations that adopted the paternalistic program now unfortunately so common 
in many lands. We may need our circuses from time to time but we do not, like 


_ Rome, want a continuous merry-go-round. 


For many years now, things have been relatively easy. A high standard of living 
has been enjoyed without extraordinary effort. Many people wonder what will 
occur, both to our government and to us as individuals, if times become rather 
hard. History tells us what happened in other lands. We don’t want those things 
to occur over here. 

This month marks the opening of our schools. It would be in the interest of 
the nation’s welfare if in our educational program we not only counted our 
blessings but, what is more important, emphasized how these blessings were 
attained by our forefathers. It should be stressed time and again how easily they 
have been lost in other nations and by other peoples. We have so splendid a 
country, and our inheritance from our forefathers is so precious, that we ought 
constantly to remind ourselves that many of today’s blessings came from the labors 
and the sacrifices of those who went before us. 

These are spiritual lessons we cannot neglect. The schools of the nation offer 
the best public forums in which to be taught the price of liberty, comfort, health 
and character. Such teaching will take into account the essential ingredients 
which go into the building of a strong people and a strong nation. The youth 
of the land form their character in their homes and in their schools. Now that 
the school bell has called our youngsters back, let us be sure our educational pro- 
grams are worthy of a strong people and nation. 











THE SEPTEMBER COVER 


HE 41,000-mile Federal and 

State superhighway program, 
upon which the nation embarked as 
soon as President Eisenhower signed 
the $33 billion construction bill, can 
be expected to raise many varieties of 
complications for credit management 
in the financial aspects and arrange- 
ments for supplying contractors with 
material. Involved will be the assur- 
ance of payment for the supplies 
after they have been delivered to the 
site of the job. 


In the general area of payment to 
supplier by contractor is the credit 
problem discussed on page 10 of this 
issue. In the $100,000 public works 
project the writer shows the happy 
results achieved by three-way team- 
work with the customer and his bank. 


That the arrangement was a com- 
plete success is evinced by the fact 
that the supplier was paid in full be- 
fore the final acceptance of the con- 
tract by the State. 


Paul J. Kremer, controller and as- 
sistant treasurer of The Buffalo Slag 
Co., Inc., at Buffalo, N.Y., repre- 
sented the supplier in the transaction. 
He is shown here with Henry F. Rath, 
(right), the company’s manager of 
sales for the State of Pennsylvania. 

Mr. Rath, who attended the Uni- 
versity of Michigan, was for a time 
with the Nickel Plate Sand & Gravel 
Co. of Erie, Pa., and the N.K.P.R.R. 


He started with the Buffalo Slag 
Company in 1936, in the sales depart- 
ment. Mr. Rath is a past president of 
the Pennsylvania Slag Association. 
His headquarters are in Erie. 
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Washington 


@ Bankruptcy Act amendments by the 84th 
Congress include increased referee salary ceilings 
(to $15,000 a year from the old $12,500 limit for 
full-time referees), and a 50 per cent increase in 
trustee fees. Both measures were strongly backed 
by the National Association of Credit Men. Also 
passed were a bill which extends the definition of 
“salesman” to include independent contractors 
of the bankrupt, a measure providing the same 
treatment for unclaimed bankruptcy funds as is 
accorded other unclaimed funds in the courts, 
and a bill to eliminate the notice of first meeting 
of creditors to the internal revenue commissioner. 


@ BiccER AND BETTER HIGHWAYS for the future 
are seen in the new $32.9 billion, 16-year highway 
program provided for by the Congress. The 
new law authorizes funds for construction of 
41,000 miles of super coast-to-coast and border- 
to-border highways. To pay for it, Congress in 
the same act boosted the gasoline tax by one cent 
a gallon, increased tire taxes, and added new 
levies on trucks and other major highway users 
adding up to about $14.8 billions. 

(The N.A.C.M. national insurance committee 
and advisory council sponsored a_ resolution 
adopted by this year’s Credit Congress that any 
funds allocated under the Act be expended only 
so as to guarantee adequate surety bond protec- 
tion to all those who furnish labor, materials, and 
supplies under the Act.) ; 


@ FLoop PROTECTION was provided with a new 
law whereby the Federal Government will under- 
write $3 to $5 billions of insurance against flood 
damage for business and home owners. The new 
law also makes $2 to $414 billions available to 
flood victims, in long-term, low-interest loans. 
Under the new law the Government will decide 
what rate should be charged far flood insurance 
and then pay up to 40 per cent of this for either 
the businessman or the private home owner. The 
policy holder would pay the remainder of the 
premium with coverage limited to $250,000 per 
business and $10,000 per dwelling. The law also 
provides a “deductible clause” (as in auto insur- 
ance), requiring the insured person to pay the 
first $100, and 5 per cent of the balance, of any 
loss. For a fee less than the insurance premium 
a person will also be able to obtain a Federal loan 
if he sustains flood damage. The loan program 
carries the same per business and per dwelling 
limits as the insurance program. Under the new 
Act no insurance can be issued or reinsured by 
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the Government if comparable coverage is avail- 
able at reasonable rates from private companies. 


« A BOON TO HOME BUILDERS is provided with 
the enactment of new housing legislation author- 
izing 180,000 public housing units over the next 
two years. Congress also extended and liberalized 
home improvement loan insurance, voted lower 
term plans for various types of housing under 
FHA, made the Federal National Mortgage Asso- 
ciation more flexible, broadened the socalled 
urban renewal programs, extended Government 
farm housing and authorized the FHA to insure 
$3 billion more of housing loans. 


@ PosTAL RATE BOOSTS are out—at least for an- 
other year. Proponents of higher mail costs suc- 
ceeded in getting the measure for higher rates on 
all classes of mail passed by the House, but the 
bill died in the Senate post office committee. This 
is as far as any postal rate-increase bill has gone 
in recent Congresses. 


@ Pust.ic DEBT at the end of 1955-56 fiscal year 
stood at $272,750,813,649. This amounts to about 
$1,623 debt owing by every man, woman and 
child in the United States. Under a new law the 
“temporary” debt ceiling is lowered to $278 bil- 
lion from the $281 billion ceiling last year. It is 
still well above the $275 billion “permanent” ceil- 
ing, however. 


@ Tue Sociat Security Act was broadened to 
allow qualified women to draw retirement bene- 
fits at the age of 62 and disabled workers to re- 
ceive payments at the age of 50. The new law also 
provides an extension of coverage to all profes- 
sional groups except physicians and osteopaths. 
To pay for this, the new amendments also pro- 
vide for an increase in payroll taxes of employees 
and employers of one quarter of 1 per cent start- 
ing next January Ist. 


@ Tue RENEGOTIATION AcT was extended for 
another two years, but under more liberal terms. 
The statutory floor below which sales cannot be 
renegotiated is now raised to $1 million. Also, 
the “standard commercial article” exemption now 
eliminates the test that competitive conditions 
must be such as will reasonably prevent excessive 
profits. Contracts subject to renegotiation, under 
the new law, are limited to those with the De- 
fense Department, Atomic Energy Commission, 





Maritime Administration, and General Services 
Administration. 


«. THE DEFENSE PropucTion ACT was also ex- 
tended another two years, with the added re- 
quirement that in any future location of defense 
plants, which are built with Government assist- 
ance or are Government owned, consideration 
must be given the possibility of factory dispersal 
to areas which would be less vulnerable in the 
event of any all-out war. 


The preceding analysis of action—or lack 
of action—by the 84th Congress on measures 
of special importance to credit executives 
is by Robert L. Roper, director, NACM leg- 
islative department. At press time, ail these 
measures had been signed, including the 
Social Security law, the last of these Acts 


to receive the Presidential blessing. 


@ Court TEST is underway in the effort of the 
Securities and Exchange Commission to obtain 
jurisdiction over variable annuity policies. The 
SEC asked the United States district court for 
the District of Columbia to enjoin sale of such 
policies by the Variable Annuity Life Insurance 
Company of America, Inc. SEC charged that the 
concern is an investment company within the 
meaning of the Securities Act of 1933 and 
the Investment Company Act of 1940 and there- 
fore should have registered. 

The complaint said that the company’s con- 
tracts call for periodical payments of sums vary- 
ing according to the value of an underlying fund 
invested in common stock and other equity-type 
investments. 

Proponents of variable annuity operation, a 
subject of controversy for years, insist that state 
insurance departments can regulate administra- 
tion of such companies without Federal inter- 
vention. 


@ GOVERNMENT turned thumbs down on ex- 
portation of nickel-bearing scrap for the third 
quarter. Acute shortage for domestic civilian 
use is the reason given by the bureau of foreign 
commerce of the Department of Commerce. 


@ Drastic REDUCTION of exportation of $1/ 
cotton blouses to the United States was voted by 





OFFICIAL TEXTS—of all _ mobilization 
agency regulations may be had, free of 
charge, by writing the Information Division 
of the agency involved, Washington 25, D.C. 


THE FEDERAL REGISTER—a Government 
daily publication, which contains full texts 
of all regulations, is available from the Su- 
perintendent of Documents, also at Wash- 
ington 25. 








the Japanese government lest the complaints of 
the American textile industry against undersell- 
ing by Japanese manufacturers result in official 
action by Washington to cut down the imports 
from Japan. 

The Japanese ministry of international trade 
and industry decided to limit the exports to 1.5 
million blouses, by a reduction of 1 million. Two 
years ago Japan had shipped 4.02 million 
dozens and late last year decided upon a limita- 
tion of 2.5 millions. 


@ Monetary and international business inter- 
ests here were weighing possible effects, if any, 
of an appeal for revaluation of European cur- 
rencies toward a true international price system, 
by Dr. Ludwig Erhard, West Germany’s minister 
of economics. Dr. Erhard said only the Deutsche 
mark, the Swiss franc and the Belgian franc were 
valued correctly in terms of the U. S. dollar and 
the other West European currencies were too 
expensive in relation to these three. 

Dr. Erhard proposed that European countries 
readjust their currency values in the Organiza- 
tion for European Economic Cooperation and 
present them to the September meeting of the 
board of governors of the International Mone- 
tary Fund. 


@ “INVALUABLE” is the way W. Randolph Bur- 
gess, undersecretary of the Treasury, described 
the services of the department’s advisory com- 
mittees on new financing, before a subcommittee 
of the House government operations committee. 
He added that “there is usually a difference” 
between the committees’ recommendations and 
the Treasury’s final decision. 


@ INTEREST RATES have been increased by the 
World Bank on its loans to member countries, 
reflecting a tight international money market. 
Now, loans up to and through 15 years are at 
454 per cent, and all loans of 16 years and 
longer are at 5 per cent. A representative of 
the International Bank for Reconstruction and 
Development said the rates might be reduced if 
there is an easing of money market conditions. 


@ AN INCREASE of 15 per cent in the first quarter 
over the same period of last year in total com- 
mercial trade of the United States, to an all- 
time record, was noted by Sinclair Weeks, secre- 
tary of commerce, at a press conference, where 
he advocated that Congress act for membership 
of this country in the Organization for Trade 
Cooperation. He noted that foreign trade con- 
tinues to expand and that “prospects are bright 
for more trade as the economies of the free 
nations continue to grow stronger.” 

Secretary Weeks declared that “we are not 
exporting to the Soviet bloc either goods of 
strategic significance or the technical data from 
which such goods could be produced, but we 
offer every opportunity for trade in peaceful 
goods.” 
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Index Honors to Eight 


HIS is the time of year we 
7 “take stock,” not of inventory 

but of executive scoring in 
CFM’s annual mid-year Index fore- 
casts. Five executives made target in 
forecasting the INDUSTRIAL PrRopuc- 
TION adjusted combined Index, esti- 
mating this accurately. The WHOLE- 
SALE PRICE Index was “too tough a 
nut” to crack down the middle, but 
three executives did come within two- 
tenths of a point, not at all a “mean 
average” (if we may use this expres- 
sion loosely). 

The CFM Index poll is taken an- 
nually in November and the predic- 
tions are published in the following 
January issue. Approximately 100 
executives, including economists, edu- 
cators and company executives, par- 
ticipated in the 1956 forecasts which 
were published in our January issue, 


pages 12-13. 


Industrial Production Index 141 

It looked as if the bankers were 
going to monopolize the winning spot 
for accurately forecasting the INDUus- 
TRIAL PropucTion Adjusted Com- 
bined Index, but two representatives 
of industry came forth io hit the tape 
in a “photo finish.” The I.P. Index 
as of June 1956 (Federal Reserve 
Bank average 1947-49 is 100) was 
reported at 141, compared with 139 a 
year ago and 124 two years ago. The 
overall average prediction of execu- 
tives in the CFM survey was 139.1. 

These executives accurately fore- 
cast the midyear Industrial Produc- 
tion Index: 


0. W. HARIGEL, vice president, 
Houston National Bank, Houston, 
Texas, who is a director NACM. 

JOSEPH J. KABERNA, vice presi- 
dent, The First National Bank of Chi- 
cago. 

ARTHUR A. SMITH, vice president 
and economist, First National Bank, 
Dallas. 

L. B. OSWALD, credit manager, 
northern division, Cook Paint & Var- 
nish Company, Omaha, past president 
of the Omaha Association of Credit 
Men. 

J. F. WELSH, secretary, McCormick 
& Company, Baltimore, also a Na- 
tional director. ; 
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O. W. HARIGEL J. J. KABERNA 





L. B. OSWALD 


DR. A. A. SMITH 


K. C. SOMMER A. J. SMITH 

Twelve other executives qualify as 
“runners up” in that they predicted 
the midyear I.P. Index within one 
point either way of the actual figure. 
C. Fred Ensign, assistant treasurer, 
The Cleveland Twist Drill Company, 
Cleveland, was the closest runner-up 
with 140.2. Incidentally, Mr. Ensign 
was a runner-up in 1953. 

Aucust F. Stone, president, Amer- 
ican Credit Indemnity Co. of N. Y., 
Baltimore, Md. 

F. S. CorRNELL, vice president and 
general manager, A. O. Smith Corp., 
Milwaukee. 





J. H. CHARPENTIER, assistant secre- 
tary, The Fenn Manufacturing Co.. 
Newington, Conn. 

W. L. Buscu, credit manager, 
Charles Pfizer Co., Inc., Brooklyn, 
N...¥, 

H. B. Srmpson, assistant vice presi- 
dent, The American Lubricants Co., 
Dayton, Ohio. 


C. FRED EnsIGN, assistant treasurer, 
The Cleveland Twist Drill Co., Cleve- 
land. 


James N. Jones, treasurer, Decatur 


& Hopkins Co., Boston. 


J. B. Pennine, credit manager, 
Johnson Furniture Co., Grand Rapids, 
Mich. 

Paut E. Mertz, financial consult- 
ant, The Williamson Co., Cincinnati. 

CHARLES E. ROBERTS, credit man- 
ager, Burwell & Dunn Co., Charlotte, 
N. C. 

Howarp B. JOHNSON, vice presi- 
dent, Atlantic Steel Co., Atlanta, Ga. 

C. K. KUEHNE, office manager, H. 
D. Lee Co., South Bend, Ind. 

With industrial production break- 
ing through all known barriers of the 
past, just as jet planes have crashed 
the sonic barrier, the task of predict- 
ing the economic future becomes more 
complex. These executives therefore 
may take pride in their skill in esti- 
mating production trends. 


Wholesale Price Index 114.2 


The overall average WHOLESALE 
Price Index prediction of the execu- 
tives on January Ist for midyear was 
111.1. Midyear 1955 the Index was 
110.3, indicating that executives in 
the majority felt prices would hold 
steady or rise only slightly in the 
first half of 1956. The actual figure 
reported for June 1956 is 114.2 (Bu- 
reau of Labor, U.S. Department of 
Commerce, 1947-49 average is 100). 

Ultraconservative forecasting leaves 
this Index a blank so far as 100 per 
cent accuracy is concerned, with three 
executives coming within two-tenths 
of a point, as noted. Only one fore- 
saw prices higher than the Index 
revealed; he estimated an Index of 
117! Very few executives believed the 













wholesale price index would decline, 
according to the estimates. 

These are the three executives who 
scored closest to the actual index 
ficure: 


J. PRESTON MILLER, assistant 
treasurer, Dexter Industries, Inc., 
Grand Rapids, a past president of 
NACM, Western Michigan, and K. 
CALVIN SOMMER, assistant treasurer 
and credit manager, The Youngstown 
Sheet & Tube Company, Youngstown, 
Ohio, both estimated the Index would 
be 114.0. A. J. SMITH, assistant credit 
manager, Hercules Powder Company, 
Wilmington, Del., thought it would be 
114.4. 


Listed are the Index figures for the 


last five years: 
INDUSTRIAL 
WHOLESALE PRODUCTION 
PRICE INDEX ADJUSTED 
(Bur. of Labor, COMBINED INDEX 
Dept. of Commerce, (Fed. Res. Bank 


avg. 1947-49 1947-49 ave. 
is 100) is 100) 
1952 111.3 118 
1953 109.5 136 
1954 110.0 124 
1955 110.3 139 
1956 114.2 141* 


(*Preliminary figure) 


Comparisons with preceding fore- 
cast years show: 


For the INDUSTRIAL PRODUCTION 
INDEX guesstimate, no winners in 
1955( there were two runners-up who 
came within 1 point), 9 winners in 
1954, one winner in 1953. This year’s 
tally of five winners compares favor- 
ably. 

For the WHOLESALE Price INDEX 
the record shows two perfect scores 
in 1955, three in 1954, and only one 
in 1953. 


Favors Regular Gatherings 
Of Labor and Management 


To improve the industry-labor at- 
mosphere, there must be improved 
communications both at the local and 
national level, and Mark W. Cresap, 
Jr., executive vice president of West- 
inghouse Electric Corporation, sug- 
gests the “establishment of regular 
joint meetings of representatives of 
labor and management.” He believes 
that “a great deal will have been ac- 
complished if union leaders and man- 
agers get together around the dinner 
table, as well as around the negotiat- 
ing table.” These meetings should be 
relatively informal, with limited ob- 
jectives, and should begin at the local 


Will 
Increase 
working 
capital 
meal 
added 
profits? 
Consult 


Commercial 


ComMERCIAL Crepit’s method of 
supplementing working capital usually 
enables a business to get more cash than 
from other sources, and to get it on a con- 
tinuing basis, with no need for renewals. 


Our method is fast and flexible. 
Cash is normally available within a few 
days after first contact, and the amount 
may range from $25,000 to millions. The 
period of use may vary from a few months 
to years. The one reasonable charge is tax 


deductible. 
More than a billion dollars of our 


funds are used annually by companies 
across the nation for working capital 
purposes alone: For information on how 
your compary can use our method to its 
advantage, contact a COMMERCIAL CREDIT 
Corporation office listed below and ask 
for details about the plan described in 
Credit & Financial Management. 


200 West BattimoreE STREET, Baltimore 3 
222 West Apams Street, Chicago 6 

722 Soutu Sprinc Street, Los Angeles 14 
100 East 42np Street, New York 17 

112 Pine Street, San Francisco 6 


Credit 


Commercial Credit Company, capital and surplus over $190,000,000 


contpaniy-local union’ level, ‘Mr.’ Cre. A service offered through subsidiaries of 


sap said. 
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By PAUL J. KREMER 
Controller, Assistant Treasurer 
The Buffalo Slag Co., Inc. 
Buffalo, New York 


tractors requires a lot of in- 

genuity. One must contrive to 
establish a basis upon which he 
should be assured, without question, 
that he will get paid for his material 
after it has been delivered to the job 
site. 

Credit extension to small building 
contractors and to those building 
driveways, laying sidewalks, and 
handling other small construction 
jobs is not too difficult. One can base 
his credit decision on mercantile re- 
ports, bank references, and other 
media. Most states have lien laws and 
one could protect himself in this way. 
On large construction projects, par- 
ticularly State public works and Fed- 
eral public works projects, the credit 
grantor may have the protection of 
a material bond, but not all states 
have material bonds, and some Fed- 
eral projects do not require a mate- 
rial bond. Therefore the astute credit 
man must make certain, before he 
approves credit, that he is not just 
going by hearsay that the job is 
bonded. 


ene of credit to con- 


Contract Assigned to Bank 


Here is how we handled the sup- 
plying of a contractor who had a very 
large public works contract. In this 
instance the State required from the 
contractor a labor and material bond 
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in addition to the performance bond. 
The contractor’s credit rating did not 
justify approval of the order, which 
amounted to upward of $100,000. 
The only possible way in which the 
order could be approved was to rely 
on the material bond. In that par- 
ticular State, in order to collect under 
the material bond, however, lien 
rights must first be exhausted. It was 
therefore necessary to watch carefully 
the date of final acceptance of the job 
in order to protect these rights. 

In discussing the manner in which 
this contractor was going to finance 
his job for payrolls and other inci- 
dentals between monthly estimates 
that would be paid him by the State, 
it was found that he had assigned 
the contract to a bank. This meant 
that estimate checks would go to the 
bank and not the contractor. It was 
further discovered that, when an esti- 
mate was to be forwarded to the pub- 
lic works office for checking and 
issuance of a check, the bank at that 
time would lend the contractor a sub- 
stantial percentage of the amount of 
the estimate. When it received the 
check from the State, the bank would 
deduct the amount of the loan and 
put the balance in the contractor’s 
account. 


Check Certified by Bank 


Because of the size of the contract 
and the poor financial condition of 
the contractor, it was decided not to 
rely 100 per cent on payment of the 
contractor’s bills by the bonding com- 
pany as it was apparent that they 
would not be paid in accordance with 
the terms of sale. Our company of 
course is not in the business of financ- 
ing contractors. 

After talking over the situation 
with the contractor, we made this ar- 
rangement. He gave our company an 
order on the bank for the bank to pay 
us, the suppliers of material, out of 
monies advanced by the bank to the 






....a@ problem case is solved 


contractor. A representative of our 
company would meet with the con- 
tractor at the bank at the time he 
signed the note and sent the estimate 
to the public works office. The con- 
‘tractor then would make out a check 
for the amount due us. The bank 
would certify the check and turn it 
over to our representative. 

In substance, the type of order we 
used was as follows. It was an order 
by the contractor to the bank to pay 
us for materials furnished on the 
public works contract. It did not give 
us a lien on any of the monies due 
under the contract, or any priority 
except in the matter covered by the 
letter. If, on the other hand, the order 
could not be followed for some rea- 
son, we still could protect ourselves 
by filing a lien. If that did not pay our 
account in full, we could recover 
under the material bond from the 
bonding company. 


How The Order Read 


The order read somewhat as fol- 
lows: “You are hereby authorized 
and directed to pay to (name of ma- 
terial supplier) out of monies to be 
advanced by you to the undersigned 
(contractor) under the assignment 
from us to you for monies due and 
to become due under a certain con- 
tract made by us with the (name of 
the department of the public works 
office or whatever contracting body 
let the contract). (Then followed the 
identification of the job, the number, 
where located, what type of work, 
such as new construction or repairing 
—whatever the nature of the work) — 
all amounts hereafter payable to said 
(supplier of materials) for materials 
furnished to us for the performance 
of such contact.” 

The order further stated: “At the 
time of each advance of monies to us 
under such assignment we authorize 
and direct you to pay to (name of 
material supplier) out of such ad- 








vance for all materials furnished by 
them respectively during the period 
covered by the State estimate upon 
which such advance to us was made, 
as shown by certified invoices to be 
delivered to you by them, and for all 
material furnished by them prior to 
such estimate period and not paid for, 
if any. 

“Payments made by you to (name 
of material supplier) under this order 
shall be charged by you as advances 
made to us with the same effect as 
though the sums so paid had been 
paid directly to us. 

“Yours truly, (name of contractor) 
“(Title of the officer signing)” 


Supplier Is Paid in Full 


Under our arrangement with the 
contractor and his bank, both of 
which cooperated in every way, we 
were paid in full of account before 
the final acceptance of the contract by 
the State. The construction contract 
was completed almost two years ago 
and many creditors are still unpaid. 
Some creditors undoubtedly will be 
paid under the material bond, pro- 
viding they availed themselves of the 
rights contained in the bond inden- 
ture. Others will have a bad debt. 

Our customer is still giving us or- 
ders, and we are making certain that 
such sales are protected by a legal 
arrangement similar to that outlined. 


OINING the Buffalo Slag 

Company in 1925, Paul J. 
Kremer became an officer of the 
concern in 1941 and has since 
advanced to assistant treasurer 
of the Slag Company and two of 
its subsidiaries and controller of 
the parent company and the 
three subsidiaries. 

Mr. Kremer attended the Uni- 
versity of Buffalo and later 
taught business subjects in the 
evening school. 

Over the years he has been 
variously a director of the Credit 
Men’s Association of Western 
New York and the National As- 
sociation of Cost Accountants, 
was the first president of Na- 
tional Office Management Asso- 
ciation (NOMA), and in 1947 
was president of the Buffalo 
Control of the Controllers Insti- 
tute of America. 

In the Navy in World War II 
Mr. Kremer was assistant divi- 
sion head of the accounting and 
auditing department, Navy bu- 
reau of yards and docks. 





How follow-ups by telephone 








improve collections, 
keep good will 







l When you telephone an out-of-town 


customer, you can request payment as 
tactfully as if you were face to face. And 
you'll find this personal approach brings 
prompt results. 


2 Schedule follow-up telephone calls 
after a specific period of time has elapsed 
—and on a specific day each week. This 
kind of planning will save you time, pre- 
vent oversights. 


3 Keep a record of results by telephone 
—you can prove how successful this 
method is in making collections. Why not 
try it, starting today? 


LONG DISTANCE RATES ARE LOW 
Here are some examples: 

Cincinnati to Indianapolis 

Boston to New York 

Chicago to Cleveland 


New Orleans to Dallas 
San Francisco to Denver... . 
These are the daytime Station-to-Station rates 


for the first three minutes. They do not include 
the 10% federal excise tax: 





BELL TELEPHONE SYSTEM ff 
Call by Number. It’s Twice as Fast. * 
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by M. L. RUFER 
Assistant Treasurer 


Standard Oil Company (Indiana) 
Chicago, Illinois 


ASOLINE and many other pe- 

troleum products as well are 
currently in oversupply. This 
has brought 
about an intense 
competition for 
rural business, in 
which unsound 
business practices 
have been ap- 
pearing. Among 
these is seasonal 
credit to farm 
trade; that is, 
credit extending from spring planting 
until harvest. 

Seasonal credit, in our opinion, is 
bad for both the supplier and the 
farmer. The supplier ties up too many 
of his working dollars in receivables, 
and as a result sees his operating 
costs rise. On the other hand, the 
farmer who comes to lean on this 
crutch finds, in short crop years, 
when he most needs help, that job- 
bers and others are of necessity 
forced to eliminate seasonal credit. 
His neighbor, accustomed to pay-as- 
you-go or short-term credit buying, is 
then able to cope with the situation; 
the pay-once-a-season man finds him- 
self in difficulties. 

Let’s take a closer look at the sup- 
plier’s problem. A study of 30 major 
oil companies shows that accounts and 
notes receivable year in and year out 
make up from 20 to 25 per cent of 
their current assets. Obviously they 
represent an investment, and a big 
one, for the more money you have 
tied up in credit the less you have 
available for other purposes. Thus 


much depends upon the wise use of 
credit as a sales tool. 


Here is what happens to receivables 
when a petroleum marketer extends 
seasonal credit to farmers, as evi- 
denced by a case study of one of our 
sales divisions (in 1954). The actual 
April balance was $25 millions, and 
the actual balance for August was 
$33.5 millions. Had the operation 
been on a seasonal basis, $67.7 more, 
for a total of $101.2 millions, would 





M. L. RUFER 


UNSOUND PRACTICES IN FARM CREDIT 


Seasonal Credit Branded Bad for Both Supplier and Farmer 


N47! VE Minnesotan, M. L. Rufer, 

assistant treasurer of Standurd 
Oil Company (Indiana), Chicago, 
attended Wichita College and 
Northwestern and Harvard univer- 
sities, 

His advancements in Standard 
Oil Company (Indiana) carried 
through credit manager, office man- 
ager, general credit manager and 
assistant treasurer. 


have been required to handle the 
same amount of business. A lot of 
capital is required to carry credit on 
a seasonal basis. 


Advances Money Without Interest 


What is more, when you extend 
long-term credit in our business, it 
means not only carrying customers 
for products but actually advancing 
your own money without interest or 
return of any kind for as long as a 
six-month period. 

Suppose, for example, you sold 100 
gallons of gasoline on long-term 
credit in North Dakota. On that gaso- 
line you paid a state tax of 5 cents 
a gallon and a Federal tax of 2 cents 
—or $7 in all. You also paid freight 
of perhaps 1 cent a gallon—another 
$l—and an agent’s commission of 
about 2.5 cents a gallon—or another 
$2.50. So, in addition to extending 
credit for the 100 gallons of gasoline, 
you actually put out $10.50 in cash. 

That’s not the only disadvantage. 
Seasonal credit in many cases can hurt 
sales more than it helps. The farmer 
who has run up a big bill, and is in no 
position to pay, may find it less em- 
barrassing to buy from a competitor. 
Or a supplier may find that he has 
extended so much credit that he has 
to retrench. 

Here is a case of some years ago 
based on the actual records of two 
companies. Company “A,” with con- 
sumer credit on a maximum three- 
month basis, had $1,496,000 in credit 
sales in the first six months, of which 
it collected $1,190,000 in the six 
months, leaving uncollected as of 
July 1st a total of $306,000. Forty- 
three per cent of its yearly farm 
revenue was received in the first half 
year. In contrast, Company “B,” with 
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October 1 terms, had $800,000 credit 
sales the first six months, collected 
$50,000 in that period, and had 
$750,000 uncollected July Ist. Forty- 
four per cent of its yea:ly farm rev- 
enue was received in che first six 
months. 

The two companies marketed in 
bordering siates. Company “B,” sell- 
ing on seasonal terms in a poor crop 
year, eventually found itself with so 
much credit outstanding that it was 
forced to cut off customers. Company 
“A,” on the other hand, with more 
than a million dollars in the till after 
the first half year, and with only 
a comparatively small balance out- 
standing, was able aggressively to 
push ahead with its sales program at 
a time when the other company was 
having to curtail its selling program. 


Pointing Up a Fallacy 


Actually, what is the basis for ex- 
tending seasonal credit to farmers? 
It is simply the belief that the farmer 
receives his income chiefly during one 
season of the year. The only thing 
wrong with this belief is that it isn’t 
true. 

In 1952, a U. S. Department of 
Agriculture study of farm income in 
15 middle-western states showed that 
there wasn’t a month in which the 
farmer did not receive at least 6 per 
cent of his total yearly income, and 
there wasn’t a month in which he 
received more than 11 per cent! It 
is fairly clear that a farmer should 
have less difficulty in paying a one- 
month bill in a month in which he 
has taken in 6 per cent of his income 
than in paying a six-month bill in a 
month in which he has taken in just 
11 per cent. 


Most Favor Pay-As-You-Go 


Net farm income, although down 
from its peak year in 1947, is still 
relatively good. In terms of purchas- 
ing power, however, the picture is not 
quite so favorable. While what the 
farmer sells is bringing him less, 
what he buys is costing him more. 
Let’s put it this way: his position is 
still good, but not as good as it was. 
So there’s a natural tendency, when 
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current expenses can be deferred, to 
use current income for other needs— 
for capital equipment and the like— 
without taking into account the day 
o! reckoning. In many instances, sea- 
sonal credit amounts to encouraging 
the farmer in bad business practices. 

“Actually, we’ve found that farm- 
ers, unless misled into believing that 
long-term credit has some magic 
benefits, will prefer to pay as they 
go. As for financing, they know that 
banks stand ready to extend what 
credit they need and that in drouth 
areas government loans are available 
when bank loans are not. 

“These are the reasons we’ve train- 
ed our employees and commission 
agents to collect bills when due—for 
the most part within a month after de- 
livery of products and in practically 
all cases within three months. Our 
financial picture is sounder as a 
result. What is more, we’re doing a 
better sales job, being able to concen- 
trate more on quality and service. 
Our farmer friends tell us they like it 
that way.” 


Trend Toward More Generous 
Employee Retirement Benefits 


Study of current industrial retire- 
ment plan practices of employers in 
116 different industries in the United 
States indicates a trend toward more 
generous retirement benefits to em- 
ployees, with fewer plans now requir- 
ing employees to contribute toward 
the cost. Among general develop- 
ments in the three-year period from 
1953 through 1955, pointed up by 
the study recently recounted by the 
corporate and pension division of 
Bankers Trust Company, New York, 
are these: 

More than half of the plans studied 
had been changed in the period to 
allow larger benefits for employees. 

Age 65 still continues to be the 
normal retirement age most com- 
monly used for both men and 
women. Many plans which previously 
retired women at age 55 or 60 now 
permit them to continue in service to 
age 65. 

Fewer plans now require em- 
ployees to contribute toward the cost. 
However, the number requiring em- 
ployee contributions is still relatively 
large. 

More plans have either eliminated 
or liberalized their limitation on 
maximum pensions, continuing a 
trend in evidence over 10 years, © 


Tax-Saving Pension and Profit-Sharing 
Plans Available Also to Small Business 


By CARL B. EVERBERG 
Attorney, Woburn, Mass. 


N recent times certain large cor- 
porations have taken advantage 
of the tax features which are 

possible in setting up pension and 
profit-sharing plans for employees. A 
mistaken sense of unadaptability to 
small businesses was felt by many 
employers, in the application of the 
tax laws. The fact is that small busi- 
nesses can avail themselves of all the 
benefits ‘in these plans which the 
large corporations and companies 
have found in them. 

One should not look entirely to the 
tax side of the overall picture, for 
there is the matter of retirement bene- 
fits for the labor force (which may 
include key executives). The general 
objective of any pension or profit- 
sharing plan is to provide deferred 
compensation at some retirement age 
—usually at 65—which in the case 
of profit-sharing is to be provided 
out of profits. In addition, however, 
if any plan is approved or qualified 
by the federal internal revenue au- 


Try praising your wife, even 
if it does frighten her at 


first. 
—Billy Sunday 


thorities, the contributions by an em- 
ployer are deductible under the fed- 
eral income tax law (subject to 
certain limitations stated in the law). 
1954 I. R. C. sec. 401-404, incl. 
Furthermore, a trust, handling the 
funds and distributing the benefits, 
and being qualified under the law, is 
exempt from the usual taxes on trusts. 
Sec. 501. A similar advantage is 
provided under some of the state in- 
come tax. laws. 

To qualify, there are several con- 
ditions which cannot be set forth in 
any detail here. The plan must bene- 
fit: 70 percent or more of all em- 
ployees, excluding temporary and 
seasonal help and those who have not 
yet worked the minimum length of 
time required under a plan. The plan 
must not discriminate in favor of of- 
ficers, stockholders, supervisory or 


highly-compensated employees but it 
does not exclude them. 

One of the misunderstandings 
about these plans has been the as- 
sumption that it is a burdensome 
thing, especially for smali businesses. 
There is no committal to burdensome 
obligation in the case of a profit-shar- 
ing plan because, if it has been prop- 
erly drafted, contributions are re- 
quired only when profits are made. 
Of course the firm should have 4 his- 
tory of profits. Then a percentage 
of the future profits can be tapped 
over a certain and fixed base, obviat- 
ing the necessity of contributions 
when the profits are below the base 
set by the employer. 

There are many possible collateral 
benefits from such plans, for ex- 
ample, the stabilization of employ- 
ment relations. It may be possible to 
establish buy-and-sell agreements be- 
tween various parties by which sur- 
vivors can purchase, and estates of 
deceased members of firms can sell, 
their respective interests, on some 
funded arrangement. 


Administration of These Trusts 


One of the hitherto difficult ob- 
stacles to the practicability of these 
plans to small businesses has been the 
administration of trusts of small di- 
versification. (There is, as in the case 
of trusts generally, the problem of in- 
vestment and reinvestment.) There 
has been the cost of research, which 
cannot be spread over 2 small trust. 
This problem now has been met in 
the formation of a group trust pro- 
gram, wherein a bank, whose services 
in this connection are backed by 
much experience, can handle many 
companies of small or moderate size. 
Under the program, the funds may 
be commingled as though they con- 
stituted one huge, single trust. 

For some time it was not possible 
to offer such services because of lack 
of approval by the internal revenue 
authorities. Recently, however, the 
U. S. Treasury Department gave its 
blessing to the group trust .program 
promulgated by Manufacturers Trust 
Company of New York. As its bro- 
chures declare, an organization of as 
few as five or ten employees can take 
advantage of the services offered by 


the bank. 
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Flexibility Underscored as a Credit Essential 
To Increase Profit under Changing Conditions 


EIGHTING one factor unduly 
W over another may cost the 

supplier an account, but ju- 
dicious attention 
to the less ob- 
vious sometimes 
can gain a valu- 
able customer. 
When a compa- 
nys operating 
statement told a 
different story 
than the balance 
sheet, the sup- 
plier “hung his hat” on the operating 
statement and thereby won a loyal, 
profitable business. 

Treating broad considerations of 
credit extension as well as this spe- 
cific case, Charles C. Manger, credit 
manager of Crown Zellerbach Cor- 
poration, San Francisco, first takes 
exception to the use of the word 
“limit” because of the negative ap- 
proach it implies. 

“Many of CFM’s readers,” notes 
Mr. Manger, “have heard the fine 
presentation by J. Allen Walker, gen- 
eral credit manager, Standard Oil 
Company of California, San Fran- 
cisco, which deals with the necessity 
of thinking positively rather than 
negatively. For example, we should 
think in terms of ‘degree of currency’ 
rather than ‘degree of delinquency.’ 
We ought to employ such terms as 
‘line’ of credit, ‘required’ credit or 
perhaps ‘check point,’ rather than 
credit ‘limit.’ (Also see page 34— 
Ed.) 

“There are times, of course, when 
we are obliged to restrict the dollar 
amount in a particular transaction,” 
notes Mr. Manger. “This does not 
alter the fact that the negative ap- 
proach inherent in thinking and re- 
ferring to it as a ‘limit’ should be 
avoided.” 

Mr. Manger examines several of 
the more important aspects, noting 
the great need for flexibility to adapt 


to changing conditions. 





Cc. C. MANGER 


1. Initial Amount Required 


What does the customer need in 
order to function properly on your 


lines? Does he need $300 or $3,000 
or $30,000? Obviously, if he must 
purchase in $3,000 quantities in order 
to do a proper job for himself, and 
for you, yet his financial condition is 
such that you can grant only a line 
of, say, $1,000, then you may as well 
forget it. 


2. Subsequent Requirements 

What may be his later require- 
ments because of seasonal or other 
factors? For example, your customer 
may be selling to the agricultural 
trade and may have to wait for his 
money until the conclusion of the 





OLLOWING early education 

in schools in California, 
Pennsylvania and New York, and 
marriage in Honolulu, Hawaii, 
Charles €. Manger was gradu- 
ated from Stanford University, 
with the A.B. degree 1935, 
M.B.A. 1938. A veteran of World 
War II, he entered the Navy as 
lieutenant (j.g.), was lieutenant 
commander when released to in- 
active duty in 1946, promoted to 
commander in 1953. 

The credit manager of Crown 
Zellerbach Corporation, San 
Francisco, holds the Executive 
Award of the Graduate School of 
Credit and Financial Manage- 
ment, NACM, Stanford, 1954. 


harvest season, when the farmers 
have turned crops into cash. This situ- 
ation in turn will greatly influence the 
amount of credit to extend him. 


3. Whom Does Your Customer Sell? 


Another facet will be the caliber 
and type of firms he sells. If he is 
dealing with a class of trade which is 
stable and has a reputation for 
soundness such as a retail hardware 
store, you will evaluate your line of 
credit considerably differently than ‘if 
your customer sells a sector known 
for financial instability. 


4. Competitive Situation 
As manifested through prevalent 
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sales policies and practices, the com- 
petitive situation as related to a 
manufacturer’s production capacity 
and its efficient utilization from a 
cost standpoint has a definite effect 
on credit policy and thinking. The 
business situation of a_ particular 
time is apt to condition our thinking. 

In an oversold position and in a 
seller’s market, Mr. Manger notes, the 
tendency will be to be more conserva- 
tive and selective. 

The creditman must be sales- 
minded and should be able to adjust 
his thinking and policies to the real- 
ities with which his company is faced. 

“Guarding profits” and “conserva- 
tion,” commendable objectives, can- 
not be pushed aside, but they must be 
tempered with reason when building 
sales is the order of the day. Imagina- 
tion, creative thinking, and sometimes 
even bold action, become necessary. 


5. Profit Margins 


A. For the manufacturer: 


There are two schools of thought 
as to whether profit margins for the 
vendor should govern credit exten- 
sion. There are those who hold that a 
$5,000 order is a $5,000 order re- 
gardless of the profit in it for the 
house. 

“In my opinion, it makes a great 
deal of difference whether my com- 
pany has a margin of profit of 40 per 
cent or 5 per cent in an order. It is 
almost trite to say that, in two trans- 
actions with the larger margin, your 
house has more than covered its costs. 
From that point on, you are in 
‘gravy.’ On the other hand, where the 
margin is only 5 per cent it will re- 
quire 19 sales to bring you ‘even 
with the board’ to the point where 
you will not actually be out-of-pocket 
should a subsequent transaction end 
in a complete write-off. Profit mar- 
gins are a very real factor to be taken 
into consideration and they have 
much to do with the liberality of 
credit extension, or vice versa.” 


B. For Customers: 
Here, again, is a topic which has 


its champions and opponents. “Sup- 
pose we are dealing with a customer 





n 
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who is somewhat marginal. Does it 
make any difference to you whether 
he will be able to realize a margin of 
4) per cent on a sale, or only 5 per 
cent? In one case, you are helping 
him to strengthen his overall financial 
condition; in the other you may be 
simply abetting his ‘trading dollar.’ 


6. Economic and Political Conditions 


The fourth “C”—Conditions—has 
much to do with our credit thinking. 
“With the economy rolling along in 
high gear we can logically be more 
liberal in the granting of open ac- 
count accommodation than during a 
depressed period. The following tide 
of buoyant economy will carry along 
business operations which lack com- 
plete financial integrity, managerial 
ability and the other attributes of 
success. 

“Although it is a matter of debate 
what effect domestic political condi- 
tions may have on our credit action, 
foreign political situations loom large 
and important in the administration 
of export credits.” 


Financial Trend vs. Financial Position 


Nothing remains static. In what di- 
rection may a customer be ‘headed? 
Is he making progress or going in the 
opposite direction? 


“We too often are governed by the 
‘net worth’ approach in our extension 
of credit. We tend to assign undue 
weight to the balance sheet, and dis- 
miss the operations statement as of 
relatively minor importance,” Mr. 
Manger emphasized. 


“The equity account can be extreme- 
ly important, particularly in the case 
of seasonal businesses such as agricul- 
ture, where current and future operat- 
ing results may include a great deal 
of the element of a gamble. On the 
other hand, om considering the aver- 
age business firm in this country it is 
important that we school ourselves to 
lend greater credence to that statement 
of profit and loss,” he declared. 


To illustrate: 

“Our sales department referred to 
me a potential customer (a manufac- 
turing establishment) whose require- 
ments of the paper we had to sell 
were quite substantial. Looking over 
his balance sheet disclosed a fair work- 
ing capital position but a deficit net 
worth approximating $250,000.” 

The operating statement told a 
somewhat different story. The com- 
pany’s month-to-month sales increase 
was quite pronounced, and an increas- 
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There are also coconut 
palms and festive umbrellas in pro- 
fusion in the oceanfront parks at 
Miami Beach, Fla. 


The 61st Annual Credit Congress, 
NACM, will meet at Miami Beach 
next year, May 12-16. 


ingly substantial profit was being 
earned. 

Therefore, “we deliberately ignored 
the company’s equity account and 
‘hung our hat’ on the operating state- 
ment. In the first year of our business 
relationship, our sales to this customer 
totaled approximately $150,000, and 
we are currently shipping him at al- 
most twice that rate. To date, every in- 
voice has been discounted and he now 
shows a net worth which is ‘in the 
black.’ Our competition, which avoided 
him, would now like very much to 
share in his business, but he is loyal 
to us.” 

The statement of assets and liabil- 
ities often does not tell the whole 
story. Frequently, Mr. Manger con- 
cludes, there is another, more impor- 
tant, side—the statement of profit and 


loss. 


Inflation Blocks Financing 
For Progress, Blough Says 


To meet the heavy capital demands 
of expansion, “where inflation has 
hurt the most”—and “no industry 
has felt the effects of inflation more 
than steel,” Roger M. Blough, chair- 
man of the board of United States 
Steel Corporation, points out two 
avenues of attack on the burden of 
inflation: 


(1) Prompt and realistic revision 
of the depreciation laws, to provide 
more adequate profits to finance re- 
placement and expansion, and (2) sub- 
stantial increase in profits, through 
(a) increased efficiency of operations 
and consequent cost reduction, and 
(b) as a last resort, raising prices 
from time to time as circumstances 
require and permit. “In the absence 
of a more realistic treatment of de- 
preciation, there simply is no other 
course,” he said. 

The open hearth plant that cost 
about $10 millions in 1930, today will 
cost about $64 millions to replace, 
Mr. Blough told the company’s stock- 
holders. In the last 10 years alone, 
the company’s plant and equipment 
costs have more than doubled. 

Industry, government and the 
unions must assume joint responsi- 
bility for solution of the problems 
arising from inflation “if the interests 
of the nation as a whole are to be 
served,” said Mr. Blough. Of the 
seemingly endless wage-price spiral: 
“We cannot go on forever paying 
more and more each year for the 
same article—whether it be a loaf of 
bread or a pound of steel.” 


Big Business Turning “Thumbs 
Down” on Native Enterprise? 


Because “employers spend _ too 
much time looking for stability and 
conformity in a hard-driving person, 
broad abilities have been uninten- 
tionally curtailed, seriously hamper- 
ing our industrial growth and driving 
the individualist into business for 
himself,” a Philadelphia management 
consultant asserts. 

A too-narrow policy of screening 
new executives, to determine whether 
or not they can “fit in” an organiza- 
tion, is more likely to lose it creative 
business builders and settle a com- 
pany in a rut of mediocrity, accord- 
ing to E. A. Butler, president, E. A. 
Butler and Associates, Inc. 

Calling attention to the situation 
uncovered in their activity as con- 
sultants for industry in the recruit- 
ment, classification and training of 
employees, Mr. Butler decries the 
tendency to put “a yoke” on out- 
standing executive ability and notes 
that “companies were not built by 
‘yes’ men or graduates selling sheep- 
skins but by men with imagination 
and courage, who have proven their 
innate abilities.” 
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Corporate Raising of Funds 
By Private Placement Loans 


By W. T. GRIMM 
President 


W. T. Grimm and Company, Inc. 
Chicago, Illinois 


a. fact that many companies 


are by-passing public sale of 
securities and selling their se- 
curities directly 
to insurance com- 
panies, fraternal 
orders, pension 
and trust funds, 
is probably not 
news to many 
corporate heads, 
although the pro- 
cedure is usually 
shrouded in mys- 
tery. How is this done, who does 
it, under what conditions, and what 
are the drawbacks? 

Direct placement sales—or private 
placement loans as they are some- 
times called—totaled about $3.6 bil- 
lions in 1955. Most of these direct 
sales are arranged through specialists 
who bring together the institutional 
investor and the corporate borrower. 

Industries leading the parade in 
direct placements are basic chemicals 
and allied lines, transportation (e.g., 
railroads), oil refining, natural gas 
production and distribution, gas and 
electric utilities. Not far behind are 
the manufacturers of metal products, 
electrical equipment, electronics, oil 
field equipment, chemical products 
and plastics, food products and 
finance companies. 





W. T. GRIMM 


95% Are Debt Obligations 


About 95 per cent of the private 
placement issues are debt obligations 
—hbonds, debentures, notes and mort- 
gages. Preferred stock is sometimes 
used. About one-third of the dollar 
volume of last year’s $3.6 billions in 
direct placements involved securities 
with maturities of 10 to 15 years; of 
the number of private placements, 
more than half were 10-15 year ma- 
turities. A few issues will run as 
long as 30 years for large, well 
known borrowers. About half of the 
year’s direct placement financing was 


for the purpose of expansion and 
plant improvement. Working capital 
needs accounted for about 20 per 
cent; refunding of outstanding se- 
curities about 15 per cent. 
Placements may range from $250,- 
000 to a few as high as $150,000,000. 
To entitle a company to a minimum 
loan of $250,000, the borrower should 
have a net worth of at least $500,- 
000, and a good earnings record. 
Interest rates vary from 31% to 6 per 
cent, depending on the credit of the 
borrower and the money market. 


Reasons Given for Growth 


Direct placement of corporate se- 
curities has grown mainly because of 
simplicity, speed and savings in cost. 
Securities and Exchange Commission 
registration and preparation of an of- 
fering prospectus with its attendant 
legal and auditing expenses are 
avoided, not because a company may 
wish to avoid public disclosure, but 
because the law does not require such 
registration where no “public offer- 
ing” is involved. 

So far as speed is concerned, under 
favorable circumstances some com- 
mitments for private placements have 
been negotiated within a week. Armed 
with the assurance that its financing 
is obtainable on satisfactory terms, 
management can proceed at once with 
whatever plans necessitated the fi- 
nancing. There is no delay while 
waiting for a favorable rating from 
a statistical service or while waiting 
for the processing of an SEC regis- 
tration statement. Important, also: 
there are no risks of distribution in 
a direct placement. Upon reaching an 


informal understanding, the parties 
are morally committed to go through 
with the transaction, certain contin- 
gencies excepted, pending only com- 
pletion of the necessary documents 
and approval by counsel. 


Construction Period Factor 


Another reason for the popularity 
of direct placements is the possibility 
of working out a delayed takedown of 
the funds, for example dufing a con- 
struction period. This is particularly 
advantageous when the construction 
period for a particular project ex- 
tends over a long interval, and when 
interest charges on idle funds would 
amount to a substantial item of cost. 

Costs on direct placements are 
usually substantially less than on 
public offerings. This is especially 
true of smaller loans where issuance 
and selling expenses expressed as a 
percentage of proceeds tends to be 
high. For example, a medium-sized 
manufacturer with a net worth of 
$144 million desiring to borrow 
$500,000 would probably pay around 
10 per cent or more of the amount 
obtained, as costs of a public offer- 
ing. The direct placement commis- 
sion, however, would probably range 
from 3 to 4 per cent. 

These conclusions flow from two 
studies made by the Securities Ex- 
change Commission. First is the study 
entitled “Privately Placed Securities 
—Cost of Flotation” (1952), and sec- 
ond is the study entitled “Cost of 
Flotation of Issues Effectively Reg- 
istered” with the SEC (1951). Here 


are some of the comparisons: 








COMPARISON OF COST OF FLOTATION 


Size of Issue 
(000 omitted) 


$ 499 

500-999 
1,000-2,999 
3,000-4,999 
5,000-9,999 


Per Cent of Proceeds 


Privately Placed Publicly Offered 
Issues Issues 
Number Total Number Total 
of Costs of Costs 
Issues (Per Cent) Issues (Per Cent) 

145 3.05 a 10.21 
162 2.24 8 8.72 
207 1.45 12 5.61 
51 1.13 6l 2.69 
68 89 72 1.91 
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Costs for both private placements| ° * " ae EXPRESS offers: 


and public issues are somewhat : 

higher than the average for com- yf 

panies seeking money for the first Te 

time. From our extensive experience CE 
in this field, we find that the sort of Y 


corporations which normally use such Z BUSINESS 
direct financing are mainly of two % if 
BOOSTER: 


sizes: the long-established larger cor- 
poration, and the medium-sized 
growth company, usually unknown to 
investors, and coming into the market 
for outside financing for the first 
time. Based on the aforegoing tabu- 
lation, about 45 per cent of the 
private placement issues were under 
$1 million, and 73 per cent were 
under $3 millions. This indicates that 
the largest number of corporations 
using the private placement method 
are medium-sized (and smaller) cor- 
porations. 









Major Qualities 
From our experience, also, we have 
learned that institutional investors 
seek certain major qualities in evalu- 
ating an application for a direct loan. 


ded credit erst 


pee 


By and large, they want: first, to be You can now send your sales curve soaring . . « without 
assured of competent management in putting extra pressure on your credit facilities eee by SECURED 
the borrowing company; second, to DIsTRIBUTION—another of the profit-encouraging services offered 
find a history of company profits and by American Express Field Warehousing. 

demonstrated ability to repay the Here’s how it works . . . Weset up an American 
loan; and, third, they seek er Express Field Warehouse on your customer’s premises 
surance that the new funds will be put at his expense . . . and deliver to you Field Warehouse 

to constructive use. Receipts covering all goods you ship to the warehouse. 


The role of 'the private placement 
specialist is to counsel with the issuer 
as to the best type of issue to meet 
his needs and thereafter to prepare 


. +. advantages gained by your customer: 
He has the raw materials or merchandise he will soon 
need immediately at hand, without having to tie-up 
cash or deplete credit resources in heavy inventory. As 


a comprehensive report which will he needs your product, he pays for it in the quantity 
cover ak age ae a and needed...and that amount is released to him from storage. 
terms of the loan, analysis of finan- 

cial statements, oeaieean of invest- veer advantages to you: 

ment ratios and legality status, ap- 1, Save costs of terminal storage and traveling auditors 
praisal of management and key without sacrificing knowledge of how goods are moving. 
personnel, competitive standing in the 2, Stock customers with complete line of your products. 
industry and long-range outlook, etc. More sales for him . . . greater profits for you. 

Then we present the proposal to the 3, Strengthen customer relations through the courteous 
proper institutional investor and ne- service of American Express’s well-trained represent- 
gotiate the best terms obtainable on atives. 

behalf of the borrower. For information about our plan for SECURED DISTRIBUTION, 


write or call today for your free copy of “Wuat’s NEw IN 
Strong Preferences Shown SELLING AND CREDIT.” 


Certain institutional investors have 


— ee for certain types AMERICAN EXPRESS 
and amounts of loans, representative 
of certain industries, Other institu. | ZEILD WAREHOUSING CORPORATION 


tional investors seek other character- Member of the 106 year old American Express family 
istics in size, location and industry. 


Pension funds, fraternal orders and Head Office—65 Broadway, New York 6, N. Y. 
trusts show the same differences. ANGOLA, IND. ® ATLANTA ® BALTIMORE ® BOSTON * BUFFALO ® CHICAGO * CINCINNATI * CLEVELAND 
ee DALLAS © DENVER © DES MOINES © DETROIT © HOUSTON ° KANSAS CITY, MO. © LOS ANGELES * MIAMI 
There are well over 300 institutional MILWAUKEE * MINNEAPOLIS * MONTREAL * NEW ORLEANS * ORLANDO ° PHILADELPHIA 
c PITTSBURGH ° SALT LAKE CITY © SAN ANTONIO ° SAN FRANCISCO ° SEATTLE ° ST. LOUIS * SYRACUSE 
(Continued on page 18) TORONTO * WASHINGTON COURT HOUSE, OHIO * WASHINGTON, D. C. © WESLACO, TEXAS 
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investors in this country and in Can- 
ada, and each has its own investment 
policy. A good deal of the art of the 
direct placement specialist lies in 
knowing exactly which institutional 
investors are seeking what kinds of 
loans currently—and then counseling 
the corporate borrower on the best 
source of funds and the best terms. 

The best terms are of major sig- 
nificance to the borrower. Corporate 
financial officers are often wizards at 
understanding their own financial 
situation, but usually don’t know 
whether the terms offered in an insti- 
tutional loan are too tight, or whether 
a better deal couldn’t be secured 
elsewhere. 


Factors Requiring Consideration 


Not only must the borrowing cor- 
poration be counseled on the princi- 
pal amount to be borrowed, but the 
maturity, interest rate, call prices and 
offering price require careful consid- 
eration. Quite often, borrowing cor- 
porations will accept sinking fund 
provisions on their loan which may 
prove embarrassing in future years— 
but so interested are they in the prin- 
cipal sum that they often overlook 
repayment clauses. The same applies 
to call prices on the issue. Fairly 
often, a company wants to retire a 
long-term insurance company loan 
because other sources of funds—at 
lower cost—have become available. 
To substitute one for the other may 
become very costly unless the insur- 
ance company loan was so set up that 
the call price, before maturity date, 
is not too high and does not provide 
too stiff a penalty for retirement of 
the debt before maturity. 

The same considerations hold with 
regard to security for the loan. 
Should it be a closed or open-end first 
mortgage on all fixed assets of the 
borrower, or would a debenture serve 
just as well and save trustee’s fees? 
Should the loan permit or preclude 
additional funded debt, or bank in- 
debtedness? Should the borrowing 
corporation accept a provision that it 
agrees to maintain a certain specified 
current ratio? What about dividends? 
Sometimes an institutional investor 
may insist that the borrowing com- 
pany limit its dividends to 25 or 50 
per cent of net income after taxes 
and sinking fund payments. Other 
institutional investors may permit 75 
per cent or more. 

Other problems may arise concern- 
ing the sale of fixed assets during the 


term of the loan. Some loan agree- 
ments permit such sale, others do not 
without the consent of the lender. 

Notwithstanding these vexations 
and problems, corporations borrowed 
$3.6 billions last year through direct 
placements, so evidently these prob- 
lems have answers. 

Of course the stray thought must 
occur to the reader that private place- 
ments cannot be this good. There 
must be some basic drawback, some 
handicap, some imperfection—other- 
wise 100 per cent of our corporate 
financing would be private place- 
ments, instead of only one-third fall- 
ing into this class. 


Legally Restricted 


To begin with, most institutional 
investors are legally restricted as to 
their investment in equity securities. 
For this reason most common stock 
issues must go to the public. Then, 
too, on debt issues, some types of 





The accompanying article on 
the raising of corporate funds 
by private placement loans, or 
direct placement sales, is pre- 
sented as a service of information 
regarding a form of financing 
used in the sale of securities 
directly to insurance companies, 
fraternal orders, pension and 
trust funds. 

The author is W. T. Grimm, 
president of W. T. Grimm & 
Company, Inc., investment con- 
sultants, Chicago. His article was 
prompted by queries received by 
his company from controllers 
and treasurers regarding methods 
of borrowing long-term funds. 





borrowers such as public utilities and 
railroads are required, by law if not 
by public opinion, to sell their debt 
securities at competitive bidding. 
These therefore go to the public also. 
All this tends to explain why not all 
100 per cent of our corporate financ- 
ing is private placements. 

The drawbacks to private place- 
ment—if they are drawbacks—often 
appear in loan covenants. Fiscal of- 
ficers might well weigh the effect of 
them on their own situations. For ex- 
ample, in every direct placement loan 
agreement is a summary of terms and 
conditions to which the borrower 
agrees to adhere so long as the issue 
remains outstanding. Whether these 
covenants are likely to be burden- 
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some or not must be decided by each 
corporation for itself. For. example: 
the borrower often agrees, after giv. 
ing effect to the loan: 

(a) to maintain working capital 
equal to 150 per cent of the amount 
of the loan; 

(b) to maintain current ratio of 
1.5 to 1 or 2.0 to 1, depending on 
the type of business represented; 

(c) not to merge or sell substan- 
tially all of the assets without the 
lender’s consent; 

(d) to restrict dividends to earn- 
ings subsequent to the date of the 
loan; and 

(e) not to pledge any accounts re- 
ceivable or other current assets to 
secure bank loans. 


Covenant Can Be Modified 


These are typical terms for the 
average medium-sized industrial cor- 
poration. They may be burdensome 
—perhaps more restrictive than the 
terms of the average public debt is- 
sue. While a direct placement loan 
can normally be designed to meet the 
specific requirements of each bor- 
rower, the basic loan covenants will 
not be too far removed from those 
just cited. However, after a loan is 
made, any specific covenant in a 
private placement can always be 
modified more easily than a similar 
change can be made in a publicly-sold 
issue. 

Funds borrowed and profitably em- 
ployed provide earnings leverage on 
outstanding common shares. Debt 
securities are the cheapest to service 
since the interest cost of the money is 
deductible before calculation of Fed- 
eral income taxes; but every dollar 
borrowed must be repaid when due. 
The repayment date might come at an 
inopportune time. To avoid any such 
difficulties, almost all direct place- 
ment loans are repayable in mod- 
erate, equal, annual payments during 
the life of the loan. 


Preferred Issues Increase 


Not all direct placement issues are 
debt securities. An increasing number 
of preferred issues has been used in 
the last few years. Most of these pre- 
ferreds have sinking funds which will 
retire the issues in 10, 15 or 20 years. 
In utilities, the sinking fund retire- 
ment may run out to 35 years. The 
disadvantage of a preferred is the 
relatively high carrying cost, which 
requires roughly $12 of pre-tax earn- 
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) RESIDENT W. .T. Grimm 

heads the financial consul- 
tant company bearing his name 
and specializing in negotiation 
and placement of long-term 
foans with institutional investors. 
With headquarters in Chicago, 
the company also’ maintains 
offices in Los Angeles and rep- 
resentatives in other leading 
cities. 

Mr. Grimm formerly was asso- 
ciated with Kidder, Peabody & 
Co., and earlier with the First 
Boston Corporation. Graduate of 
Northwestern University, he is a 
member of the Investment Bank- 
ers Association and the National 
Association of Securi*y Dealers. 





ings per share to pay a $6 dividend. 
The advantage is that a larger equity 
base is obtained upon which more 
debt issues could be placed..A de- 
fault in the preferred dividend would 
not have as serious consequences as 
a default in interest, hence equity 
financing has its attractions. 

In summary, it might be said that 
for companies which are aware of the 
facts and still prefer debt financing 
—as most of them do for a variety 
of reasons—private placement financ- 
ing offers an efficacious, low-cost 
route to necessary funds. The prin- 
ciple which specialists in this field 
emphasize is this: long-term loans are 
based on earnings power rather than 
the value of fixed assets. If a com- 
pany can meet that test, it is eligible 
for all forms of private placement 
financing. 


Kemper Says OTC Would Usurp 
Prerogatives of the Congress 


James S. Kemper, chairman of 
Lumbermen’s Mutual Casualty Com- 
pany, does not like GATT or OTC. 

“Our Congress wisely refused to 
pass GATT. But the theorists worked 
on and now have come up with the 
Organization for Trade Cooperation 
which, if enacted, would have the 
effect of legitimatizing GATT. The 
OTC would determine which products 
we could export or import and in 
what quantities. It would usurp the 
prerogatives of Congress, and it 
would be a step of the first magni- 
tude toward a superstate and away 
from the cherished liberties granted 
by our Constitution.” 

The insurance executive spoke at 
Miami University, Oxford, Ohio. 


. “Do you mean to tell me —?” the President began ... . 





The President takes a second look 


“As I see it, then—” the President began 


“ 


ticking points off on his fingers ““—the cus- 
tomer’s credit rating is in a low bracket. Under 
the terms of our policy with American Credit 
Insurance, this gives us a relatively low 
coverage. This, in turn, doesn’t warrant our 
shipping the order. Is that right?” 


“That’s right, sir.” The Credit Manager 
replied, with assurance. “You see, in the 
policy, a schedule of ratings and coverages is 
established. A certain rating—a certain cover- 
age. It’s automatic.” 


“Then why,” the Sales Manager demanded 
almost truculently, “do we have credit insur- 
ance at all?” 


*““Accounts Receivable,” said the Treasurer, 
“represent our second largest asset. We want 
to protect it. Credit Insurance keeps our loss 
ratio low.” 


“That’s true, sir,” the Credit Manager put 
in. ““We have decreased our loss ratio these 
last few years through our coverage by 
American Credit Insurance. And up till now—’’ 
he couldn’t suppress a note of bitterness as he 
glanced at the Sales Manager ““—we have been 
able to increase sales in areas we couldn’t have 
touched before.” 


_ “Yeah,” the Sales Manager said, “but what 
it comes down to is that we lose the order. I 
say we Ought to take a chance!” 


“It’s not a chance. It’s a gamble,” said 
the Treasurer. 


“That settles it.” The President put a real 
note of regret in his voice as he finished: “Since 
we can’t take the chance, we'll have to lose 
the order.” 


“It’s almost time for the Board Meeting. 
We'd better go,” the President said ten 
minutes later. ‘‘Most of the others will be there 
by now.” He held the office door as he and the 
Treasurer filed out. ““What do you think of 
those two?’’ he asked as they walked down 
the corridor. 


The Treasurer smiled his neat little smile. 
“A mee Sales een. got to be willing to 
gamble. A good Credit Manager’s got to be 
willing not to. It takes courage for both.” 


He pushed open the Board Room door, 
then both men turned as rapid footsteps echoed 
in the quiet corridor. 


“I’m glad I caught you,” said the Credit 
Manager, speaking to the President. “‘I’d like 
to ask you to reconsider the decision on that 
account.” 


“Do you mean to tell me—?” the President 
began, but the younger man went right on, 
while others in the Board Room turned to 
watch the tableau at the door. 


“I decided to take a second look at our 
policy. Then I called our American Credit 
Insurance agent and confirmed it. The account 
can be covered for more under our policy. All 
we do is obtain an endorsement, approving 
the account by name. After they investigate it, 
of course. All I need now—” the Credit 
Manager paused for breath ““—is approval to 
pass the credit when the endorsement is 
obtained!” 


“You - decided - to - take - a - second—” 
the President spaced out his words, then 
suddenly chuckled. “‘Well, I guess I can take 
a second look too! You’ve got the approval!” 


Obtaining greater coverage on a low-rated 
account is one example of the flexibility of 
American Credit Insurance. Among the 12 
major benefits of Credit Insurance, many 
more are sure to accrue to your advantage. 
For your copy of a free booklet, ““A Preface to 
Profits; write American Credit Insurance, 
Dept. 47, First National Bank Building, Balti- 
more 2, Maryland. 






American 
Credit 
Indemnity 
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WORKING CAPITAL——A KEY TO CREDIT 


Part II —— Sources of Working Capital and Management of Ii 


By P. M. CHIUMINATTO 
Secretary and Treasurer 
Charmin Paper Mills, Inc. 
Green Bay, Wisconsin 


N the August issue of Credit and 

Financial Management we dis- 
cussed our concept of working 
capital and the 
three general 
methods of de- 
termining how 
much of it we 
need in a busi- 
ness. Now we 
come to this im- 
portant point: 
where do we get 
the capital we say 
we need to operate the business at the 
present level of sales or at an antici- 
pated higher level? 

This is where we as credit man- 
agers come in because we many times 
are asked to supply part or all of the 
credit, or our customer looks to us 
for help and guidance as to where he 
can get it if it is beyond our capac- 
ity. 

In order properly to advise our 
customer or determine how far we 
can go with him, we must go back 
to the original concepts of working 
capital: 

(1) The difference between the 
current assets and the current liabil- 
ities. 

(2) The total capital needed in the 


business. 





P. M. CHIUMINATTO 


We must do this because the source 
of funds available for each of these 
sections of working capital is en- 
tirely different. For expediency’s 
sake, let us call them the fast-moving 
assets and the slow-moving assets. The 
slow-moving assets have to be pro- 
vided by the 


Stockholders, bondholders, long- 
term loans, retuined earnings, de- 
preciation. 


These are the only sound sources 
available because the funds are to 
remain permanently in the business. 
To raise these funds in any other 
manner, such as short-term bank 
loans or from customers through ac- 


counts payable, would be asking for 
trouble. 

You cannot finance slow-moving 
assets with fast-maturing obligations. 
If your analysis of the situation indi- 
cated that the shortage of working 
capital existed in this category, that 
is, slow-moving assets, you would be 
doing the account a disservice to ex- 
tend him further temporary credit in 
the way of additional merchandise. 

If the customer cannot follow your 
advice on how to finance long-term 
or slow-moving assets, because the 
stockholders do not want to put more 
money in the business and he cannot 
sell bonds because of his financial 
condition, or because of the size of 
his company, or if long-term loans 
are not available for the same reason, 
there are still two things you can tell 
him to do to obtain long-term money: 


1. Lease Instead of Purchase 


He can lease instead of purchase 
some of his fixed assets or any other 
asset which lends itself to this form 
of financing. 

For many companies, the relative 
advantages of buying versus leasing 
have shifted markedly in_ recent 
months. 

Now is the time for them to bring 
their policy up to date, or give it con- 
sideration if it has not been brought 
to their attention, for two reasons: 

(a) More and more kinds of indus- 
trial and other equipment are becom- 
ing available on lease arrangements. 

(b) The 1954 Tax Law permits 
new and rapid depreciation methods. 
As a result, more of the initial price 
of a purchase can be recovered faster, 
tax-free, thus reducing the risk of 
buying. 

However, any final decision must 
obviously be based on the answers to 
the following two questions, even 
though their relative value to any in- 
dividual company will vary: 

(a) How will it affect the com- 
pany’s cash position right now? 

(b) How much will it cost in the 
long run? 

The final answer lies in the answer 
to these eight questions: 
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In this second and con- 
cluding instalment of his 
study of “The Creation and 
Control of Working Cap- 
ital,” Mr. P. M. Chiumi- 
natto discusses determina- 
tion of sources and how to 
manage it and help the cus- 
tomer conserve it. 

In the August issue Mr. 
Chiuminatto presented his 
concept of working capital 
and how to estimate the 
amount required for cur- 
rent operation and future 
expansion. 





1—What are the rental fees? 

2—What are the installation 
charges? 

3—What is the cost of service and 
maintenance? 

4—What is the charge for insur- 
ance? 

5—What is the cost of capital? 

6—What tax savings are possible? 

7—What is the annual depreciation 
and the real loss in value as the equip- 
ment gets older? 

8—What is the true net cost after 
taxes? 

Regardless of the real merits of 
buying or leasing, many firms decide 
to lease for one all-important reason: 
it is not necessary to lay out cash. 
If this is your customer’s problem, 
and he does not want to lease, there 
is another solution available: he can 
finance the purchase through a se- 
cured bank loan, or he can purchase 
the equipment on the instalment plan. 


2. Sale and Leaseback Plan 


There is another avenue you can 
advise him on, and that is called the 
“Sale and Leaseback” method of 
financing. Under this proposition one 
sells some of his fixed assets, or any 
other asset, and then leases back from 
the purchaser. 

This results in an immediate lump- 
sum increasé in working capital rep- 
resented by the proceeds of the sale 
at its current high market value, less 
the tax, frequently at capital gain 
rates on the profits realized. 

There is a substitution of a rental 
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deduction higher than the otherwise 
available depreciation deduction. 
Let us take an example: 


Building purchased in 1920 for $40,000 
Now worth : $80,000 
35 years old, so fully depreciated seund 


value on the books 


Company needs $60,000 additional work- 
ing capital. 

No one will loan over 50% of the value, 
or possibly $40,000, and this is not 
enough. 

Sell the building for $80,000. 

Profit is $80,000, because it has been fully 
depreciated, but after a capital gains 
tax of 25% ($20,000) the net proceeds 
($60,000) available for the business. 

At the present time you are getting no 
tax deduction for doprectonten, but you 
would get a deduction for the rent to 
be paid to the purchaser. 


Nothing 


If purchaser demanded 6% rent, 
that is only 3% after taxes and is 
about equal to the depreciation taken 
in past years, so the net cost is no 
greater and there is an extra $60,- 
000 in cash with which to operate the 
business. 

So much for providing the fixed 
working capital for a business. 

The general conclusion is that you 
do not have much choice because you 
have to get money that will stay in 
the business a long time. It has to be 
money which can be repaid only out 
of earnings and possibly partly out of 
unused depreciation. 


For the Fast-Moving Assets 


On additional working capital for 
the fast-moving assets of the business, 
we have many more avenues of ap- 
proach and many more possibilities. 
The normal avenues are: 

Suppliers and dealers through ac- 
counts payable. We should extend 
more credit, all things being equal. 

Short-term bank loans for short- 
term needs. 

Retained earnings if needed. 

Minimum original needs from the 
stockholders. 


After these avenues have been ex- 
hausted and there is still need for ad- 
ditional short-term capital, there are 
other places to turn: 

‘Commercial Finance Com- 
panies. Financing arrangements with 
a commercial finance company are 
usually on a secured basis, involving 
the sale or assignment of accounts 
receivable or the pledge of inven- 


tories, or both. Periodical liquidation . 


is not usually required, and loans 
outstanding may be fairly continuous 
over long periods of time against re- 
volving security. 

Factoring. Factoring is a special- 
ized type of privately owned commer- 
cial finance companies that engage 





Until easy credit payments 
came along, an _ inside 
straight was the hardest 
known thing to complete. 
—Anonymous 


in the business of purchasing ac- 
counts receivable without recourse on 
the seller for credit purposes. 

Commercial Paper. To supple- 
ment the use of direct bank credit, 
or for other valid reasons, a fairly 
large, well established business may 
elect to finance some part of its sea- 
sonal or temporary working capital 
requirements in the open market by 
selling its short-term unsecured notes 
to a commercial paper broker. 

Small Business Administra: 
tion. This used to be the Reconstruc- 
tion Finance Corporation. They will 
give a direct loan to the company or 
make an indirect loan through a bank 
which assumes part of the risk. Such 
funds are available only if investi- 
gation shows the business is entitled 
to credit but is unable to obtain its 
requirements through normal chan- 
nels, 
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CREDIT INSURANCE guarantees continued protection from 
the time your merchandise becomes an accounts receivable 
until the time the account is paid. 


Field Warehousing. Rather than 
continue to tie up large sums in in- 
ventory, more and more firms are 
turning to field warehousing. Par- 
ticularly where sales are seasonal, 
companies find this a good way to 
provide for sustained production 
throughout the vear. Under this form 
of financing, inventory can be used 
as loan collateral, while the goods 
remain on the borrower’s premises. 
Since a bonded field watehousing 
concern takes legal custody ofsthe in-., 
ventory, banks and other lenders 
which otherwise could not handle 
these loans are now able to do so. 


Other Avenues Possible 


Other avenues to be explored in the 
real hardship cases would be: 

Pledging of collateral by the busi- 
ness or officers or directors or part- 
ners. 

Indorsements and guaranties of 
officers or directors. 


Subordination of debts due the 


principals or officers. 
Special dating on invoices. 
Asking for advance payments on 


(Continued on page 32) 


For further information about this and other aspects of London 
»Guarantee'’s “blanket coverage” Credit Insurance, phone or 
write our credit department. A London Guarantee Representa- 
tive will show you how credit insurance can safeguard your 


company. 


LONDON GUARANTEE AND ACCIDENT CO., LTD. 
MEMBER OF THE PHOENIX OF LONDON GROUP 
55 FIFTH AVENUE * NEW YORK, NEW YORK 


OVER HALF A CENTURY OF CONTINUOUS SERVICE IN CREDIT INSURANCE 
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BRISTLES at Bristol. Paul J. Viall, treasurer, Chattanooga Medicine Co., immediate past pres. NACM, 
gingerly investigates centennial beard of Stuart R. Reid, Mitchell-Powers Hardware Co., Bristol, Va., 
pres. Appalachian Assn. Fred C. Newman, King Bros. Shoe Co., Bristol, Tenn., is taking no chances. 
Mr. Newman headed the arrangements committee. Mr. Viall told the dinner session that ‘'the upward 
movement of our economy will continue." 
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OFFICERS of the Northwest Council which will convene in Portland, Ore., March 20, 1957, on the 
eve of the Pacific Northwest Conference: (1 to r) J. T. Shepler, Dohrmann Hotel Supply Co., Portland, 
president; O. J. Ostiund, The Bank of California, N.A., Tacoma, v.p., and A. L. Reed, Dairy Coopera- 
tive Assn., Portland, secretary. Mr. Shepler is immediate past pres. Portland assn., Mr. Reed is a newly 
elected vice president of the Portland credit men's organization. Mr. Ostlund is past president of the 
Tacoma Association of Credit Men. Henry H. Heimann, NACM executive vice president, will address 
the conference banquet March 22nd. The two-day Conference will get underway on March 2ist. 





AT Connecticut State Conference: (I to r) Prof. Raymond Rodgers, New 


York "'U"’ Graduate School, on faculty of NACM's Dartmouth Graduate NEWT BARTLE NIGHT at Syracuse asso@ation, with 21 past presidents 
School; L. K. Morse, Bridgeport Brass Corp., NACM director; W. S. Ives, of association and Women's Group also thonored: (1 to r) Frederick L. 
Connecticut Bank & Trust Co., president Hartford assn. and conference Van Epps, Gould Pumps, Inc., immediate past president; Secretary Bartle; 





WHOLLY OWNED by the Cincinnati Association 
of Credit Men is this building at 1207 Elm Street. 
When the structure was bought in 1952 the rent- 
ing out of some of the space was considered. 
Not so. The first floor is used by Association, 
the collection department and adjustment bureau. 
Credit Interchange and Group Services take all 
the second floor. There is a basement meeting 
room, also a fully equipped kitchen, serving the 
association's employees for their lunch periods. 
Industry Groups also use the meeting room for their 
regular sessions. The Cincinnati association, Harry 
W. Voss, secretary-manager, was host to the 60th 
Annual Credit Congress. 





chairman. Ralph M. DeGilio, Syracuse Supply Co., president. 
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Pictorial 
News 
of 
Credit 
and 


Finance 


MEMBERS of the board: Spokane Merchants Association. Front row (left to right): 
B. J. Warren, association president; S. J. Haider, NACM vice president, staff; 
Milton Tschache, association first vice president; Maurice Gibbons, trustee. In the 


back row are (I to r): T. P. Nau, trustee; Ray Bartroff, trustee; J. S. Mudge, past 
president; L. W. Rucker, trustee. 


WINNERS of Tri-State trip to Mexico: Carmen NEW LEADERS, Wholesale Credit Women's Group of Birmingham: (I to r) Mrs. Louise Woodward, 
Pinon, Wilson & Co., pres. El Paso Credit Birmingham Paper Co., ist v.p.; Mrs. Wynell Kelley, G. S. Dowdy Candy Co., 2nd v.p.; Mrs. Hazel 
Women's Club, and (right) Genevieve Haddad, e5., 


Miller, American Credit Indemnity Co., pres.; Mrs. Ora Humphrey, Hinkle Supply recording 
staff, with J. L. Vance, secty.-mgr. secty.; Mrs. Sophie Davis, Pate Supply Co., treas. 


60TH ANNIVERSARY, St. Louis Association. Seated (| to r): P. J. Wilder, Century Electric Co., Ist v.p.; S. M. Cole, Ralston Purina Co., director and past 
pres.; A. F. Gerecke, Pulitzer Publishing Co., immediate past pres.; R. E. Brown, Marsh & McLennan, v.p. NACM central div.; Mrs. Evelyn Meints, R. E. 


Funston Co. Standing: F. J. Schaefer, Sligo, Inc.; J. F. Schofield, secty.-treas.; V. C. Eggerding, Gaylord Container Corp., NACM past president, and Joe 
Vallero, National Auto Supply Co., association president. 


50TH ANNIVERSARY banquet of Southwest Texas Wholesale Credit Men's Association: (1 to r) Reverend Vernon Mohr and Mrs. Mohr; W. L. Holmes, im- 
mediate past vice president, southern division, NACM; Mrs. and Mr. George O. Stone, local association president; Leland Austin, director. 
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Convention Trip Deductible 
CFM readers have raised the ques- 


tion whether convention expenses are 
deductibie in the income tax state- 
ment. Under the 1954 Code it is pro- 
vided that “expenses incurred in at- 
tending business conventions are de- 
ductible as ordinary and necessary 
business expenses.” 

In the recent case of Rita M. Cal- 
linan, 12 TCM 170, Dec. 19,472 
(M), a legal secretary, member of 
the National Secretaries Association, 
had deducted as business expense the 
sum of $400 incurred for transporta- 
tion, lodging, meals and incidentals, 
exclusive of personal entertainment, 
in attendance at a convention of the 
association. The by-laws of the group 
state its purpose to be “to elevate the 
standards of the secretary’s profes- 
sion by uniting for their mutual 
benefit women who are engaged in 
secretarial work.” A convention is 
held annually to carry on the busi- 
ness of the national organization. 

The Commissioner conceded the 
issue, stating he could see no distinc- 
tion between the subject case and 
others involving lawyers, doctors and 
teachers who had been granted the 
deduction under the law. It was not 
disclosed whether the taxpayer was 
self-employed or not. The subject 
case does not set forth a rule on the 
subject but it does indicate that mem- 
bership in a business organization 
entitles the individual to a business 
expense deduction for expenses in- 
curred in attending the organization’s 
annual convention, whether he is self- 
employed or an employee. 


Dealer’s “Reserve” Upheld 


An amount held on “reserve” by a 
finance company is not income to the 
dealer, Appeals Court held in revers- 
ing the rulings of the Tax Court and 
the Commissioner that the credits to 
reserve were accrued ‘income. 

Mr. Johnson sold trailer homes 
(personal property). In a credit sale 
the purchaser gave him a down pay- 
ment, note and chattel mortgage. He 
discounted the note with one or an- 
other finance company. Terms were 
similar on each transaction.- Mr. 
Johnson received his sales price less 
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Legal Rulings and Opinions 





percentage (usually 5%) of unpaid 
balance. That percentage of unpaid 
balance retained by the finance com- 
pany was credited to a dealer reserve 
account in Johnson’s name. Notes 
which later became delinquent were 
charged against reserve; when re- 
serve account balance exceeded 10% 
or 15% of total paper outstanding, 
depending upon the finance company, 
Johnson received the excess in cash. 

He reported credits to reserve as 
reduction of sales price and reported 
later cash payments as other income. 
On the Tax Court ruling he appealed 
on the ground that credits to reserve 
were non-accruable because his right 
to receive anything from reserve was 
contingent. The Fourth Circuit Ap- 
peals Court held that the trailer sale 
and note sale were integrated and 
that Mr. Johnson did not take a de- 
duction when delinquent notes were 
charged to reserve and so no double 
deduction was involved. 


Don’t put it off until tomor- 

row. Tomorrow there may 

be a law against it. 
—Anonymous 


Bank Stamp Influence 


In the case of a forged receipt, a 
stamp, “Pay to the order of any bank, 
banker or trust company,” placed 
upon a warehouse receipt does not 
make a bank liable to a subsequent 
holder of the receipt. [Bank v. Bigler- 
ville National Bank.—F.. Suppl. (E. D. 
Pa. Aug. 2, 1955)]. The ruling was 
by .the U. S. district court, eastern 
district, Pennsylvania. 

A warehouse receipt for whiskey 
was security for a $15,000 note sold 


.to the defendant bank by an accept- 


ance corporation. Before the Federal 
Reserve Bank presented the note the 
acceptance corporation paid the 
amount directly to the defendant, 
which directed the Federal Reserve 
Bank to return the note and receipt 
to the corporation. 

Later the acceptance corporation 
delivered the warehouse receipt to the 
plaintiff bank as collateral for another 








note. This note was not honored, the 
acceptance corporation became bank- 
rupt, and the warehouse receipt was 
found to have been forged. The plain- 
tiff bank sued the defendant bank 
basing its claim on the stamp, 
followed by the defendant bank’s 
name, and on a provision of the Uni- 
form Warehouse Receipts Act stating 
that a person who negotiates a receipt 
warrants that it is genuine. The court 
said the receipt had not been nego- 
tiated by the defendant, that the bank 
stamp was somewhat inappropriate 
for a warehouse receipt, that even as- 
suming it could be called an indorse- 
ment it would have no greater effect 
than on a check or note. 





High Quality Consumer Credit 
Basic to Economic Health: ABA 


A policy of “controlled flexibility” 
is demanded in the current period of 
tightening credit conditions, if the 
consumer credit industry, “one of the 
important cogs in our distribution 
system,” is to be kept healthy, ob- 
serves the instalment credit commis- 
sion of the American Bankers Asso- 
ciation. “How serious would be the 
shock to the economy resulting from 
deceleration in the rate of rise of 
personal debt” is a thoughtful ques- 
tion put by the commission in its bul- 
letin, “Timely Notes on Instalment 
Credit.” 


Although instalment debt is under 
“reasonably good control,” the associ- 
ation directs attention to some ele- 
ments of imbalance, such as accumu- 
lating inventories. With automobile 
dealer inventory of new cars esti- 
mated at the time in excess of 
950,000 units, despite a 20 per cent 
lower production, the lack of the 
usual seasonal spring sales to mate- 
rialize had intensified the situation. 
“In a market which accounts for 
better than 50 per cent of total instal- 
ment credit, this situation can create 
a real problem to dealers and bank 
lenders, particularly when floor-plan 
financing is involved.” 

Many believe the five-year prop- 
erty-improvement loan terms pro- 
posed in amendments to Title I 
legislation “will place an increasing 
strain on the loan limits of many 
small commercial banks.” Maximum 
terms have a habit of becoming mini- 
mum terms, notes the commission, of 
which Carl A. Bimson, president, 
Valley National Bank, Phoenix, is 
chairman. 









Bugbear of Copy Shortage Is Routed 
When Automatic Unit Is Installed 


O write off a “perennial prob- 

lem” of office operation is al- 

ways a cherished objective of 
executives, particularly where labor 
and time are vital elements. In many 
firms the most pressing bugbear today 
is lack of sufficient copies of the vari- 
ous communications and documents 
needed to satisfy all parties or de- 
partments concerned. Business opera- 
tions lag while waiting for the requi- 
site copies to be turned out by typ- 
ists or reproduced outside. At Inter- 
continental Credit Corporation, New 
York, as in many other progressive 
companies, the problem has been met 
with a Cormac desk photocopying 
unit. 

Intercontinental Credit Corporation 
for years has specialized in export 
and import financing. It also handles 
a good volume of domestic business 
(about 50 per cent of the total). The 
greater part of the export financing 
is done with Latin-American coun- 
tries, the remainder with Western 
Europe and Africa. Volume last year 
was in low eight figures, and this 
year’s is running well ahead. Ad- 
vances are made against accounts re- 
ceivable, trade acceptances, ware- 
house and trust receipts, and the like. 
One of the operations is the financing 
of foreign distributors of United 
States manufacturers without recourse 
to the manufacturer. 

“We handle a vast amount of docu- 
ments (shipping documents, contracts, 
etc.) in our daily operations,” notes 
John G. Ziegler, vice president and 
treasurer of Intercontinental Credit 
Corporation. “Before we installed the 
Cormac desk photocopier, we had to 
send out for required photocopies or 
had to request additional copies from 
forwarders or manufacturers. This 
could delay the sending out of docu- 
ments by a day or so, which can be 
quite serious, particularly in the case 
of shipping documents.” 

The Cormac desk photocopier 
quickly reproduces exact originals of 
typewritten or printed documents. A 
negative paper is exposed to printed 
matter to be reproduced. It is then 
transferred by photographic method 
to a positive sheet, which is the fin- 
ished copy. The operation is “dry” 





CORMAC desk photocopier is used in office of Intercontinental Credit Corporation, 
New York City, to turn out any number of copies required to satisfy the parties in a 
financial transaction. The self-contained unit of Cormac Industries is completely auto- 
matic and reproduces exact “originals” of typewritten or printed documents in a matter 
of seconds. Besides the savings in time and secretarial labor, proofreading is eliminated 
and errors in typing are avoided. 


and takes about 30 seconds. The self- 
conteined unit is completely automatic 
and runs on 110-volt current. No ex- 
perience is required to operate it. 

“The saving of secretarial time and 
cost by the availability of the photo- 
copier is considerable,” comments the 
finance corporation executive, noting 
some of the specific uses to which the 
five girls in the office have put their 
Cormac photocopier: 

Letters: Our clients often require 
copies of correspondence originally 
sent to our company. We want them 
to have copies, but the originals must 
remain in our files. The minutes of 
our corporation meetings also are 
swiftly distributed, while the original 
file remains with us. 

Documents: Certain guaranties and 
legal forms must be kept in our safe. 
The photocopier permits us to main- 
tain duplicate copies of these docu- 
ments in our open files for ready ac- 
cess by personnel working on the 
accounts. 

Cross References: Instead of mak- 
ing a notation in one file to the effect 


that a certain piece of correspondence 
can be located in another file, we sim- 
ply make a duplicate and place one 
copy in each file. This system puts all 
the information at our fingertips and 
we avoid the maze of cross references. 

Foreign language correspondence: 
We receive many letters from abroad 
in the language of the country. Typ- 
ists have difficulty copying letters they 
do not understand. The Cormac solves 
that problem. 

Bills of lading: Forwarding agents, 
who prepare import-export bills of 
lading, sometimes fail to send enough 
copies for both our needs and to meet 
federal shipping requirements. Now 
we need not wait for additional copies 
from the forwarder; we produce du- 
plicates in our office and send the 
requisite copies to the pier or through 
Customs. 

Although specific time or cost 
studies have not been made, Mr. Zieg- 
ler points out that “it is the unani- 
mous opinion of the staff and officers 
that the Cormac photocopier has be- 
come a really indispensable aid.” 


CREDIT AND FINANCIAL MANAGEMENT, September, 1956 25 








: Trends 


Thrift vs. Spending Spree 


CONSUMER credit, growing at a tre- 
mendous pace in this “greatest spend- 
ing spree in our history, surely must 
be kept within reasonable bounds in a 
healthy economy,” and the training in 
thrift afforded the four million chil- 
dren in the school savings program 
can mean much, in that regard, to our 
national economy, the national school 
savings forum of the American 
Bankers Association was told by 
Henry H. Pierce, Jr., bank commis- 
sioner for the State of Connecticut. 


New Style Mortgage Loans 


A NEW nationwide syndicate of 
mortgage companies offers investors 
the functions of a home office mort- 
gage department to facilitate such in- 
vestments for foundations, trusts, pen- 
sion funds and other investors. 
Activities of Investors Central Man- 
agement Corporation are limited to 
handling home mortgages insured by 
the Federal Housing Administration 
or guaranteed by the Veterans Ad- 
ministration. 


“Brainstorming” 


Stupy of the technique of “brain- 
storming” brought plant managers to 
a new course “at the University of 
Wisconsin to learn how to organize 
programs for mass production of 
ideas, however “wild,” from em- 
ployees, to find the best suggestion 
for solution of a single problem, such 
as reduction of absenteeism or re- 
cruitment of workers. No participant 
is permitted to pass judgment on the 
ideas presented by others. It’s all 
creative. es 


Where There’s a “Squeeze” 


DEVELOPMENT Money—almost a 
fifth of a billion dollars—has been 
raised in the United States since De- 
cember by provinces and principal 








cities of Canada because the increases 
in interest rates were not so drastic 
on this side of the border. Five pro- 
vincial governments, by private 
transactions or public offerings by 
syndicates, have incurred sizable in- 
debtedness repayable in U. S. dollars. 

At the same time, the home build- 
ing industry in Canada was protest- 
ing the latest of four actions in eight 
months that raised to 3 per cent the 
rate of interest on loans to chartered 
banks. 

Despite denial of a “credit squeeze” 
by J. E. Coyne, governor of the Bank 
of Canada, members of Commons 
were muttering that the general pros- 
perity was not being shared by the 
building industry because banks were 
not lending for house constructions. 





Nothing causes a man to go 
into debt faster than a small 
raise. 

—Anonymous 





No “Ifs”’ in Gifts 


E1cut-PoinTt guide to financial aid 
requests to corporations by seven 
privately supported universities calls 
for unrestricted donations without 
hidden costs and with guaranteed 
freedom of teaching and research. 
Here are the principles enunciated: 

(1) Colleges and universities have 
a deep obligation to society and (2) 
a duty to apprise corporation execu- 
tives of their purposes and opera- 
tions; (3) unrestricted gifts are the 
most useful; (4) no hidden cost 
should be imposed; (5) corporation 
gifts for other than advancement of 
learning through independent teach- 
ing and research should not be ac- 
cepted; (6) Colleges and universities 
can operate scholarship programs 
more effectively than corporations; 
(7) equipment gifts should not be 
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tied to advertising programs; (8) cor- 
porations should receive public ac- 
knowledgment of their gifts. 

The seven universities: Columbia, 
Cornell, Harvard, Princeton, Stan- 
ford, Yale and the University of 
Chicago. 


Preparation for Retirement 


Favorinc flexible retirement in- 
stead of compulsory stepping down 
at 65, Joseph J. Morrow, director of 
personnel relations for Pitney-Bowes, 
Inc., declares industries must accept 
a share of responsibility for prepar- 
ing employees for retirement. 

How? 

“By looking at the work qualifica- 
tions of older job applicants rather 
than their birth certificates; by mak- 
ing good pre-retirement counseling a 
strong plank in the industrial rela- 
tions platform; by establishing pen- 
sion plans which are as generous as 
is practical; and by continuing to 
utilize what the older worker has to 
give as long as he is able to give it.” 


43 Countries Helped 


TENTH ANNIVERSARY of the Inter- 
national Bank for Reconstruction and 
Development shows 43 countries 
aided with $2.645 billions in loans 
extended on a business basis. The 
largest loan to date was $80 millions 
for a dam and hydroelectric plant in 
the Federation of Rhodesia and Ny- 
asaland; the smallest, $252,000, fi- 
nanced a structure for transmitter 
equipment in Iceland, for North At- 
lantic air traffic. 

The World Bank had offered $200 
millions in a loan toward the $1.3 
billion projected High Dam at Aswan 
in Egypt, complicated now by Rus- 
sia’s offer of aid in its aim to blanket 
Egypt in the Communist orbit, and 
the Suez Canal altercation. 








Guides to Improved Executive Operation 


KEEPING INFORMED 


How To Start A PHOTOGRAPHIC 

SERVICE DEPARTMEN’: and how to 
operate it efficiently —A new daia 
book issued by Eastman Kodak Com- 
pany for the executive wanting to 
know more about the advantages of 
such a unit within his organization. 
Equipment, personnel, space require- 
ments, amortization are some of the 
topics considered. Other services of 
the department, such as photocopy- 
ing, pictorial library, negative filing 
and house organ photography, are 
described. Obtainable at any Kodak 


industrial dealer. 50 cents a copy. 


BETTER Business By TELEPHONE— 

Companies alert to the efficient use 
of the telephone in their business op- 
erations will be interested in this 
regular bulletin service to improve 
telephone methods. Why and how to 
collect by telephone, employee train- 
ing, replacing ‘lost’ customers, tele- 
phone training for salesmen are 
among subjects of reports. For free 
sample bulletin and details, write 
Boyce Morgan Associates, Inc., 1800 
H Street N.W., Washington 6, D. C. 


THE VARIABLE ANNUITY—Dr. Arthur 
Upgren, of the faculty of the N.A. 
C.M. Graduate School of Credit and 
Financial Management, discusses an- 
nuities which fluctuate with the stock 
market quotations. Write Dean Ar- 
thur Upgren, Amos Tuck School of 
Business Administration, Dartmouth 
College, Hanover, N. H. Free. 


Stock Market Activiry—A 52-page 
booklet containing detailed data on 
public transactions on the New York 
Stock Exchange for two-day periods 
in each of the last several years, show- 
ing investor motives; percentages of 
transactions by men and women; 
breakdowns of volume between in- 
vestment and speculation; geographic 
distribution of purchases and sales by 
(Continued on page 38) 


Informative reports, pamphlets, 
circulars, etc., which may be of 
interest to you. Please write direct- 
ly to the publisher for them. 
CREDIT AND FINANCIAL MAN. 
AGEMENT does not have copies 
available. 


To expedite receiving booklets 
described below in this column, 
address all inquiries concerning 
Efficiency Tips to CREDIT AND 
FINANCIAL MANAGEMENT, 229 
Fourth Ave., New York 3, N. Y. 


EFFICIENCY TIPS 


532—What the Certified Professional 
Secretary Program is, explained in a 
leaflet directed to the businessman by 
the sponsor, National Secretaries As- 
sociation. Program objective is to 
place secretarial work on a profes- 
sional level. 


v 


533—“Facts at Your Fingertips,” the 
Heinn Company’s booklet for catalog 
planning and manuals, gives special 
attention to covers. We shall be glad 
to obtain a copy for you. 


v 


534—New brochure of Ditto, Inc. 
describes uses of their Offset Dupli- 
cator for “push-button” reproduction 
of halftones, color, line cuts and 
forms. Free; for copy write us. 


v 


535—“Record Trends—No Manual, 
No Control,” brochure of Record 
Controls, Inc., tells how to manualize, 
lists advantages to an organization in 
manualizing records-work routines. 


v 


536—Payroll Tax Computer, the Cal- 
culer-D, for quick “window” readings 
of accurate FICA and withholding 
tax deductions on a single line, is 
described in a folder of the Ayers 
Corporation. For copy, write us. 


y 


537—“Speeding Executive Work,” 
12-page booklet contains a case his- 
tory report on modern executive work 
methods with the Thomas A. Edison 
handy Voicewriter dictation-tran- 
scription instrument. We shall be glad 


‘to obtain a copy for you. 


v 


538—Inventory Control for Manufac- 
turers—How It Balances Stocks and 
Reduces Costs, is described in a com- 
prehensive, illustrated 16-page bro- 
chure of Remington Rand, Inc. Ex- 
plains how Kardex visible system 
exercises control. Write us for your 


copy. 
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BOOK REVIEWS 


EmpLoYEE RELATIONS HaNpBOoK—- 
By John Cameron Aspley. $12.50. 
The Dartnell Corporation, 4660 Rav- 
enswood Ave., Chicago 40, Ill. 
e A complete and practical guide to 
employee relations procedures, meth- 
ods and policies, based on studies of 
employee relations problems in more 
than 2,000 firms, the Handbook pro- 
vides answers to hundreds of ques- 
tions on almost every aspect of em- 
ployer-employee relations. It contains 
innumerable illustrations of forms, 
outlines of manuals . . . 69 sections, 
1,390 pages. An indispensable aid to 
anyone responsible for personnel and 
employee relations. 


STANDARD HANDBOOK FOR ACCOUNT- 
ANTS—by J. K. Lasser. $15.00. 
McGraw-Hill Book Company, 330 
West 42nd Street, New York 36, 
N.Y. 


e A very complete and authoritative 
reference book and manual of organ- 
ization, procedures, and thorough 
coverage for all phases of the ac- 
counting profession. In a practical 
manner it covers interpretation of all 
accounting information and is an en- 
cyclopedia of auditing, cost control, 
accounting management, system de- 
sign, forecasting and operation of the 
accounting office. There are 56 au- 
thorities of accounting beside Mr. 


Lasser, who have contributed to the 


completion of this handbook. 


PROBLEMS IN BusINESS ADMINISTRA- 
TION—( Analysis by the Case Meth- 
od)—By Thomas Cicchino Ray- 
mond. $5.50. McGraw-Hill Book 
Company, Inc., 330 West 42nd St., 
New York 36, N. Y. 


e This distinctive new casebook cov- 
ers a wide variety of problems in the 
management of a business, with nec- 
essary data for effective analysis and 

(Continued on page 38) 


Books reviewed or mentioned 
in this column are not available 
from CREDIT AND FINANCIAL 
MANAGEMENT unless so indi- 
cated. Please order from your 
bookstore or direct from the 
publisher. 
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Victor T. CovincTon has been ap- 
pointed credit manager, American 
Enka Corporation, Enka, N. C. He 
formerly was with Second Bank-State 
Street Trust Company, Boston, as 
assistant treasurer, then loan officer. 
Earlier he was at the Freeport Sul- 
phur Company. He is a graduate of 
the University of Alabama and Har- 
vard Graduate School of Business. 


Peter J. Cuppy has been named a 
vice president of Manufacturers Trust 
Company, New York. He started his 
banking career as creditman with 
National City Bank of New York and 
went with Manufacturers Trust in 
1929, becoming assistant secretary in 
1941, assistant vice president in 1949, 
He has for several years been an in- 
structor in advanced credit problems 
at the New York Institute of Credit. 
Mr. Cuddy is a member of Robert 
Morris Associates and the New York 
Credit & Financial Management As- 
sociation. 


Mito A. HEFFERLIN has been pro- 
moted to manager, international 
banking department, Bank of Amer- 
ica NT & SA. He formerly was assist- 
ant vice president of the bank in San 
Francisco and now will have his head- 
quarters in Los Angeles. Mr. Heffer- 
lin holds the Executive Award of the 
Graduate School of Credit and Finan- 
cial Management, NACM, and in 
1955 he was Stanford recipient of the 
American Petroleum Credit Associa- 
tion Award. 





E. G. CARLSON C. E. DAVIS 
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Personal Side 
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Epwin G. CARLSON, since 1953 as- 
sistant secretary and assistant con- 
troller, also credit and office manager, 
Croname Incorporated, Chicago, has 
been named secretary and assistant 
controller of the company. CHARLES 
E. Davis, formerly assistant credit 
manager, succeeds him in the credit 
manager post. 


Mr. Carlson began with Croname 
in 1935 in the billing department, 
advancing to credit manager in 1937. 
In 1944 he added the responsibilities 
of office manager and, since World 
War II, also as contract termination 
manager. He has served as director 
of the Chicago Association of Credit 
Men, vice chairman western credit 
committee, Radio Electronics Tele- 
vision Manufacturers Association, 
and general chairman, credit com- 


mittees of RETMA. 


Mr. Davis attended Indiana Uni- 
versity (B.S. 1950) and Northwestern 
University. Prior to joining Croname 
in 1955 as assistant credit manager 
he was accountant, auto  insur- 
ance underwriter, Motors Insurance 
Corporation, then cost accountant, 


MacLean-Fogg Lock Nut Company. 


Henry J. GALLE has been promoted 
from credit manager, Minneapolis 
branch, to general credit manager and 
assistant treasurer of Butler Brothers, 
in the Chicago headquarters. He suc- 
ceeds W. H. Marshall, who retired 
after 38 years with the company. Mr. 
Galle began with the Minneapolis 
branch in 1923, and in his career has 
witnessed development of the com- 
pany from an old-line wholesale busi- 
ness to a service warehouse supplying 
the merchandise needs, as well as 
operating and promotional guidance, 
for more than 2,400 Ben Franklin 
Stores. In the Minneapolis Associa- 
tion of Credit Men Mr. Galle served 
as director and as president 1947-48. 














































H. J. GALLE J. P. DRAGIN 

J. P. Dracin, CPA, has been named 
vice president-finance, The White 
Motor Company, Cleveland. Mr. 
Dragin began with the company in 
1945 as technical assistant, audit and 
systems, became assistant controller 
two years later, and in 1951, when 
White acquired Sterling Motor Truck 
Company, he was elected assistant 
vice president-finance of this opera- 
tion. For a number of years he has 
held the position of controller of 


White. 


FrepERIcK C. DreTzLER has been 
appointed division credit manager at 
the newly established credit district 
office of Kaiser Aluminum & Chemi- 
cal Sales, Inc., in Philadelphia. He 
comes from the New York office, 
where he had been assistant credit 
manager. A graduate of the National 
Institute of Credit, Mr. Dietzler 
earlier had been associated with 
Virginia Woolen Company and Sher- 
win-Williams. 


W. M. Otson, formerly division 
credit manager at Cleveland, Kaiser 
Aluminum & Chemical Sales, Inc., 
has been named assistant to H. J. 
Nussbaum, general credit manager of 
the company. Mr. Olson, graduate of 
Western Reserve University (B.B.A. 
degree), is a member of the Ohio 
bar. 


RANDOLPH B. Marston has been 
appointed controller, Control Instru- 
ment Company, Brooklyn, wholly 
owned subsidiary of Burroughs Cor- 
poration. He began with Burroughs, 
Detroit, as a field auditor in 1949. 
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J. Paut Harretson has joined 
Servel Inc., Evansville, Ind., as man- 
ager of credit and collection. He had 
been for nine years previous with 
Brandeis Machinery & Supply Com- 
pany, Evansville, as credit and col- 
lection manager, and before that as 
cost accountant with Aluminum Com- 
pany of America. He is a vice pres- 


ident of NACM Tri-State Area, Inc. 


Wittiam W. SmitH has been 
named manager, credit and collection 
service in treasury services division, 
General Electric Company, New York 
City, with responsibility for the com- 
pany’s credit and collection policies. 
Since 1951 Mr. Smith has been con- 
cerned with atomic products opera- 
tions of the company, most recently 
as manager-auxiliary operations, 
Knolls Atomic Power Laboratory, 
Schenectady, in charge of finance, em- 
ployee relations and general labora- 
tory services. He began with GE in 
1937 as a recruit in the. company’s 
business training course, following 
graduation from Beloit (Wis.) Col- 
lege. 


Lester E. FRANKENSTEIN has been 
appointed a vice president of B. 
Kuppenheimer & Company, Chicago. 
He joined the company four years 
ago as assistant to the president and 
credit manager, later becoming a di- 
rector. He served as chairman of the 
Wearing Apparel Industry Group at 
the Chicago Credit Congress, 1955, 
and is a director of the Chicago As- 
sociation of Credit Men. 





J. P. HARRELSON W. W. SMITH 





MISS SAMPLE 


E. A. GAUDETTE 


Miss DorotHy SAMPLE has been 
appointed assistant secretary of The 
Riester & Thesmacher Company, 
Cleveland. She heads che accounting 
division. Miss Sample, recently elect- 
ed president of the Credit Women’s 
Club of Cleveland, began with the 
company 15 years ago as bookkeeper 
and advanced to credit manager. She 
attended Spencerian Business College 
and Cleveland College. 


ARTHUR H. BAUMGARTNER, former- 
ly assistant vice president, American 
Credit Indemnity Company of New 
York, Baltimore, has been elected 
vice president in charge of the claims 
department. He succeeds Harry A. 
McKenna who retired on July Ist 
after more than 47 years of service. 


James R. ZicLeR has been ap- 
pointed secretary-treasurer of Cas- 
cade Meats, Inc., Salem, Ore., to 
succeed A. R. Tartar, retired. Mr. 
Zigler is a trustee of the Portland 
Association of Credit Men. 


Wititiuam J. Mraz has been pro- 
moted to office and credit manager, 
city sales department, Anheuser- 
Busch, Inc., St. Louis, from assistant 
office manager. He has been with the 
company since 1940 except for World 
War II military service and a period 
devoted to completion of studies at 
St. Louis University. 


The Phoenix of London Group of 
insurance companies has _ elected 
Joun R. Rostnson its chief execu- 
tive officer. Formerly deputy United 
States manager and executive vice 
president of the group, Mr. Robinson 
succeeds H. Lloyd Jones, retired. 


W. G. ZAENGLEIN has been named 
executive vice president, Underwood 
Corporation. He formerly was presi- 
dent, then vice chairman of Monroe 
Calculating Machine Company. 


E. A. GaUDETTE has additionally 
become treasurer of Permacel Tape 
Corporation, New Brunswick, N. J. 
He retains the office of controller, 
post he has held since March 1955. 
Prior to joining Permacel in 1953 he 
was for seven years with General 
Cable Corporation. 





R. L. FLYNNE J. K. HILL 


Joun K. Hitu has been named 
senior vice president, The Norwich 
Pharmacal Company, Norwich, N. Y. 
He also is treasurer and a director of 
each of the company’s wholly owned 
subsidiaries: Norwich Pharmacal 
Company, Ltd., Norwich Inter-Amer- 
ica, Inc., and Eaton Inter-America, 
Inc. Mr. Hill began with the company 
in 1919, becoming chief cost account- 
ant in 1926, controller in 1930. He 
has variously served as treasurer and 
secretary and has been a vice presi- 
dent since 1950. 


RosBert L. FLYNNE has been ap- 
pointed vice president of finance, H. 
C. Smith Oil Tool Company, Comp- 
ton, Calif. Earlier this year he had 
been advanced to treasurer and elect- 
ed a director, from controller. Before 
going with the company in July 1954 


he was secretary-treasurer, Baash- 
Ross Tool Company. 
LawrRENCE K. RicHarps, Heme 


Savings & Loan Company, Youngs- 
town, Ohio, has been appointed vice 
president in charge of mortgage 
loans. He worked for the bank as an 
office boy while still attending school, 
became a teller in 1920 and advanced 
through the ranks to vice president 
in 1947. He is a director of the 
Youngstown Association of Credit 
Men and vice president of the Ohio 
Savings & Loan League. 


Guion OsBorN, formerly commer- 
cial manager, Ohio Bell Telephone 
Company, has been promoted to 
Youngstown district commercial man- 
ager. He succeeds Carl E. Boyer, 
who has been elevated to commercial 
supervisor of the eastern division of 
the company at Akron. Mr. Osborn 
is a former director of the Youngs- 
town Association of Credit Men. 


CLaupE D. Vannoy has been pro- 
moted from controller to assistant 
treasurer, International Resistance 
Company, Philadelphia. Mr. Vannoy 
is a certified public accountant. 
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Convertible Storage Types 





312—The CycLops swing-door steel 
storage cabinet of Burroughs Manu- 
facturing Company comes in three 
models, all convertible with inter- 
changeable interior parts that make 
each one adaptable as storage cabinet, 
wardrobe cabinet, or combination of 
both. Ten screws and 15 minutes put 
the cabinet together, says the manu- 
facturer. Doors are removable if 
desired; shelves are manually adjust- 
able. The single central handle is con- 
trolled by a Yale & Towne lock. 
Interior has no projecting lugs. 
Choice of five standard baked-on 
enamel finishes; also available in 
white; sizes 36x78x24"” and 36x 
78x18”. 


Selective Addresser 


313—An electronic sensing mecha- 
nism for greater selectivity in list 





New Equipment t 
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handling is a feature of the ScriPTo- 
MATIC Model 201-S high speed ad- 
dressing machine manufactured by 
Scriptomatic, Inc. The _ electronic 
mechanism enables the operator to 
select, reject, print or skip any card 
in a master file while the addressing 
machine is in operation. Wanted in- 
formation is programmed by the op- 
erator by means of a selector panel, 
giving complete and selective control 
over any information punched into 
the master card. Automatic counters 
can be set up for cards in any or all 
of the informational categories pro- 
grammed. Master cards designed to 
individual company requirements or 
standard. System is based on chem- 
ical process that utilizes original card 
form as master. 


Unique Desk Tray 





314—The Sec-TRay stationery com- 
partment, a Globe-Wernicke Company 
exclusive feature, helps increase secre- 
tarial efficiency by providing a more 
convenient receptacle for needed sup- 
plies, at the same time freeing a box 
drawer for other purposes. Eliminated 
is the turning and stretching required 
to get supplies from the ordinary-type 
desk stationery drawer. The metal Sec- 
Tray fits into former dead storage 
space under the typewriter platform 
and slides easily from its concealed 
position; in use it is aligned adjacent 
to typewriter. Designed primarily for 
use with G/W’s Arc Swing platform 
secretarial desk, it also comes in same 
finishes as G/W Streamliner metal 
desks. 











315—This new “Scotch” brand heavy- 
duty metal tape dispenser, for general 
business and industry use, accommo- 
dates 2,592-inch rolls of “Scotch” 
brand cellophane tape or most 60-yard 
rolls of “Scotch” brand paper tape in 
widths up to 1” on 3” cores. The MIN- 
NESOTA MINING & MANUFACTURING 
CoMPANY unit is portable, has an im- 
proved cutter edge and rubber-cush- 
ioned base, and is_ scientifically 
weighted to prevent slippage’ during 
use. Comes in metallic gray finish. 


Hi-Fi Commercial Amplifier 
316—The advanced commercial 50- 
watt amplifier produced by BELL 
Sounp Systems, INC., is exceptionally 
well-suited for large interior or ex- 
terior areas, and for installations 
which require good music reproduc- 
tion, as well as voice. Flexibility is 
provided by the unit’s variety of in- 





puts and low distortion, less than 3 
per cent at 50 watts, and 90-watt peak 
power. Model 5650 has four “mike” 
inputs and a special tape input. Three- 
speed phono top is available. Output 
impedances 4, 8, 16 and 500 ohms 
and 70-volt constant voltage tap. 








Tiny Dictating Device 





317—Compact enough to fit into 
briefcase or automobile glove com- 
partment for use on trips, yet equally 
functional in the office is Sounp- 
SCRIBER CORPORATION’S new “200” 
electronic aictating and recording 
equipment. Weight is less than 6 lbs.; 
dimensions 27” high, 614.” wide, 10” 
long. It can be carried by handle or 
worn over the shoulder by means of a 
snap-on strap. With an inverter, the 
“200” can be plugged into automobile 
cigaret lighter. Discs are also playable 
on standard 33 1/3 rpm home phono- 
graphs, so “voice letters” are prac- 
tical at home. The 3” Memo disc 
holds 8 min. of dictation, 37” Mail- 
Chute disc 15 min. of dictation. 


Billing Automation 





318—By combining calculator, elec- 
tric typewriter and common language 
punch mechanisms, Mopet C Com- 
PUTER of Friden Calculating Machine 
Company, Inc., makes it possible for 
a typist to carry out even the most 
complicated billing and at the same 
time produce a common language 
tape for any number of subsequent 
data processing functions, including 
transmission by wire to outside offices. 
The Computyper automatically com- 
putes and prints extensions, additions, 
deductions; percentage increases and 
decreases, and totals. Common lan- 
guage tape, or edge punch cards, de- 








This Department will welcome 
opportunities to serve you by 
contacting manufacturers or 
wholesalers for further informa- 
tion regarding products described 
herein. Address MODERNIZING, 
Credit & Financial Management, 
229 Fourth Ave.. New York 3. 





pending on system used, completely 
govern typing and computing func- 
tions. 


Smart Business Furniture 





319—Styled to create a warm, pleas- 
ing atmosphere and to provide utmost 
comfort, the Cosco line of business 
furniture of Hamilton Manufacturing 
Corporation offers these additional 
advantages: exclusive “leaf spring 
suspension” for added buoyancy, 
brass boots to protect carpets and 
floors, wall-saver leg construction, 
socket glides that stay level when fur- 
niture is tilted. Choice of twelve seat- 
ing models (shown is 191-RL), coil 
spring or foam rubber cushions, wide 
assortment of colors and fabrics in 
plastic or cloth. Armless and right- or 
left-arm units permit harmonious 
groupings of chairs, settees and sofas. 


Spirit Duplicator with Dial 


320—The DupLicarBo spirit duplica- 
tor features dial-controlled fluid dis- 
tribution and pressure control. Re- 


eee: 
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versible feed tray accommodates nar- 
row stock and a plexiglas master guide 
is designed to eliminate wrinkled mas- 
ters. Measurements on cylinder and 
feed tray, fully geared mechanism, a 
raising and lowering device, auto- 
matic opening and closing of master 
clamp are other features. Duplicator 
comes in automatic-feed, hand-oper- 
ated and electric models, in Hammer- 
tone gray finish. Business Machine & 
Supply Company is the United States 
distributor. 


Duplex Console Collator 


321—The new 24-bin Model “2400” 
duplex console electric collator of 
CoLLAMATIC CORPORATION features 
two fingertip starters, each activating 
its own individual set of 12 bins. This 
makes it possible for one person to 
operate the console and collate from 
2 to 24 pages at one time; or, two op- 
erators, comfortably seated, can col- 
late two separate jobs that require the 
collating of from 2 to 12 pages each. 
Fatigue is reduced. A stapling-stack- 
ing bin accommodates either auto- 
matic or hand stapler. No installation 





is required. Automatic counter is op- 
tional. 


Payroll Tax Computer 





322—A simplified payroll tax com- 
puter for fast, accurate calculations 
of FICA and federal withholding tax 
deductions, the AYRES CALCcuLER-D, 
comes with a choice of interchange- 
able drum-charts, for daily, weekly, 
biweekly, semimonthly or monthly 
payrolls, 












CONSERVING WORKING CAPITAL 








contracts, especially where the proc- 
ess period is rather lengthy. 

Borrowing money against the cash 
value of life insurance policies, if any 
are in existence. 

Use of trade acceptances. 

Up to this point we have discussed 
our concept of working capital—how 
to determine the amount of working 
capital a business needs, and the nor- 
mal and legitimate means to obtain 
the working capital requirements 
based on the function the working 
capital is to play in the company op- 
erations. Now, assuming we have ac- 
complished all of this, what can we 
do in our daily operations to keep 
and conserve the working capital our 
customers have? 


First of all, we must set up our 
standard ratios such as we have dis- 
cussed and, by regular comparison 
with the actual, determine at periodic 
intervals whether or not the customers 
are making the best use of what they 
have. 

Secondly, one should determine the 
desirable _ratio to have between bor- 
rowed capital and equity capital. This 
is a very important point, because too 
much borrowed capital will ruin a 
company when business falls off just 
a bit. 

Third, make sure that dividends are 
not being paid out of the capital of 
the stockholders. The fact that the 
dividends paid are not in excess of the 
earnings is no reason to feel that the 
capital of the company is not being 
impaired. 


Assume the following example: 


COMPANY XYZ 
Fixed assets $10,000,000 
Depreciation rate 5% 500,000 
Replacement value of assets 20,000,000 


Earnings after taxes 1,400,000 


The company now has a dividend policy of pay- 
ing out 50% of its earnings and reinvesting the 
balance in the business. 


Under this policy the dividends paid were 
$700,000, and the other $700,000 was kept in the 
business. 

This is the usual way industry 
works, but it is not correct. The in- 


dividual responsible for the working 





One realizes the full im- 
portance of time only when 
there is little of it left. 
Every man’s greatest capital 
asset is his unexpired years 
of productive life. 

—P. W. Litchfield 






CREDIT AND FINANCIAL MANAGEMENT, September, 1956 


capital of his company should have 
made the following calculation— 


Assuming a 50% tax rate, the earnings 





before taxes were $2,800,000 
Add depreciation deducted 500,000 
Deduct additional depreciation needed 

to take care of replacement value of 

assets 1,000,000 
Net adjusted earnings before taxes $2,300,000 
Taxes at 50% rate 1,150,000 
Net earnings after taxes $1,150,000 
Dividends 50% $ 575,000 
Actually paid 700 000 
Stockholder's equity paid out as ‘“ 

dividends $ 125,000 


Fourth, you should see that there 
is adequate insurance protection fo) 
the following: 

Fire at replacement value. 

Use and occupancy for fire and 

boiler. 

Dishonesty and fidelity. 

Public liability. 

Products liability. 

Officers and key men. 

Every business has two types of 
assets. One is represented by cash, 
inventory, physical plant, machinery 
and other equipment. These are the 
tangible assets. The other type of 
asset is even more important to the 
success of the enterprise than the 
physical assets. This is the intangible 
and consists of assets that may be 
termed the “brainpower” or “know- 
how” of the man or men responsible 
for the fullest utilization of the tangi- 
ble assets. This skill and knowledge, 
ability, judgment, experience and 
leadership comprise the most power- 
ful assets of the business. These men 
should be insured, because such in- 
surance accomplishes the following 
objectives: 


Indemnifies direct loss of profits; 
Assures stable credit; 
Pays cost of training replacements. 


Fifth, you should be sure there is 
a sound policy on expenditures for 
capital additions or replacements. If 
you follow the return on total invest- 
ment mentioned earlier, you cannot 
go wrong. Most people provide the 
funds for the equipment itself and 
forget that when it is in operation 
they will need additional funds for 
accounts payable, accounts receiv- 
able, inventories and the other inci- 
dental costs incurred in operations. 
Also, be sure you provide enough for 
contingencies. 
Sixth, encourage your customers 





BEGUN ON PAGE 20 











One reason opportunity 
isn’t recognized more often 
is that it goes around dis- 
guised as WORK. 


—Anonymous 





to forecast operations. There can be 
no real effort to control and main- 
tain the working capital of a com- 
pany unless management provides 
some sort of budget or financial fore- 
cast of its operations for some future 
period of time. Unless this is done, 
no determination can be made of the 
working capital position with refer- 
ence to its adequacy or inadequacy. 


Source and Disposition of Funds 


One of the important things to be 
derived from a budget or financial 
forecast is a “Source and Disposi- 
tion of Funds” statement. This is a 
statement of funds provided for the 
business and how they are going to 
be used. It is an analysis of the varia- 
tion between balance sheet accounts 
for the period involved in the fore- 
cast. In effect, it tells the customers 
what is going to happen to their 
working capital as a result of the de- 
cisions management has made re- 
garding sales and operations as out- 
lined in the budget. The statement 
might tell them that they have to 
change their plans or run_ into 
trouble. It might involve decisions on 
the following: 


1. Shall they continue dividends or 
discontinue them for a while? 

2. Shall they sell additional com- 
mon stock or raise funds from other 
long-term avenues? 


3. Will they pay off the bank loan 


or ask for a renewal? 


4. Can they reduce inventories to 
help the situation? 


5. Can they eliminate or defer some 
of the capital expenditure program? 


6. Should they use the accelerated 
depreciation method even though it 


‘hurts the earnings statement but 


builds cash? 

Seventh. Show them how to make 
the most use of cash flow. Some con- 
cerns have all the funds coming into 
the company received at one spot and 
then disbursed to various banks in 








s 
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cifferent cities in relation to the needs 
cf their plant in each city. 

We are here referring to the multi- 
plant industry, but it can be worked 
by a single plant operation which 
sells all over the United States and 
possibly in some foreign countries. 

Now being tried out is a new plan 
which cuts down the float-time of 
checks in transit and allows them 
to operate with less actual cash. 

People are opening accounts in im- 
portant points in all the larger cities 
or in their natural trade area. All 
monies within a certain radius are 
to be sent to a certain designated 
bank instead of to the plant whence 
the merchandise came or to the home 
office. This means that the checks 
reach the bank for credit two or three 
days earlier and are immediately 
credited to the company’s account, 
because they do not have to be sent 
back and forth to the clearing houses. 
In vast operations it is worthwhile to 
give some thought to investigating 
this method of indirectly increasing 
the working capital by reducing the 
cash requirements. 


Extending Additional Credit 


Eighth. When it comes to extend- 
ing additional credit to those with 
whom you do business, there are cer- 
tain facts which should be known and 
which the borrower should be pre- 
pared to furnish. 

As a credit executive you must be 
ready to go beyond the details of the 
company’s current financial condi- 
tion, its cash requirements and avail- 
able security for its needs. You 
should raise the following points for 
their proper evaluation and for 
education of your account. 


1. Ratio of equity capital to 
debt capital. 

This is an important ratio because 
the equity holders should provide all 
the fixed capital and some of the 
variable capital needed in the busi- 
ness, both at the outset and for any 
contemplated expansion. 


2. Basis of valuation of assets. 


Are the inventories valued on LIFO 
—FIFO—Cost, Average, etc.? Is the 
company on direct costing, which re- 
duces the value of the inventory? Is 
the company using the 1954 accele- 
rated depreciation methods which 
cause an undervaluation of fixed 
assets? 





3. Kind and degree of inven- 
tory controls. 

What assurance have you that the 
inventories have been properly 
counted and evaluated? 


4. What is the credjj, policy of 
the company? 

This will give a clue as to the ac- 
curacy and validity of the accounts 
receivable. 


5. Effectiveness of cost con- 
trol. 

This will indicate whether or not 
the company will operate profitably, 
which after all is the only real and 


Qecretary-treasurer of Charmin 
Paper Mills, Inc., Green Bay, 
Wis., P. M. Chiuminatto is past 
president of the Northern Wis- 
consin-Michigan Association of 
Credit Men and past president 
of the Northern Wisconsin 
Chapter, National Association of 
Cost Accountants and past na- 
tional director. The article was 
prepared for a credit association 
meeting in Wausau, Wis. 

Mr. Chiuminatto is on the Uni- 
versity of Wisconsin seminar 
staff (finance) and that of the 
American Management Associa- 
tion (finance and insurance). He 
is co-author of “Handbook on 
Finance” (Prentice-Hall). 


sound way it has of paying ifs bills 
on a long-term basis and assuring 
itself of solvency. 


6. What use is to be made of 
the borrowed funds or further 
extension of credit? 

Are the funds to be used for cur- 
rent assets or fast-moving assets or 
is this an indirect way of providing 
funds for fixed asset expansion, which 
is only deferring trouble to some 
future time. 


7. How is the loan or exten- 
sion of credit to be repaid? 


Is it intended to repay the addi- 
tional credit or is it intended to let it 
remain permanently in the company? 


8. Appraisal of management. 

How has the company taken care 
of its promises in the past? Have its 
estimates and forecasts been on the 
optimistic side? 

9. Liquidation. 

Are you aware of the financial and 


other problems arising at the death 
of a closed corporation stockholder 
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or one of the partners of a partner- 
ship? Even in a regular corporation, 
what‘would be the effect of the death 
of a majority stockholder? What will 
be the effect on your position by rea- 
son of any purchase agreement for 
the stock or partnership of the com- 
pany as between stockholders and 
partnérs? These are all very real 
hazards and should be given consid- 
eration in the extension of credit. 

These are the more important fac- 
tors which it is possible to obtain 
from any sized business. In the ex- 
tension of credit to larger firms and 
more sizeable amounts, it would be 
well to obtain: 


Balance sheets for at least three 
years. 

Profit and loss statements for the 
same period. 

Budget, forecast, or profit and loss 
estimates for the current year. 

Forecast of cash position for the 
duration of the additional credit. 

List of unfilled orders and similar 
concrete indicators of business pros- 
pects. 

Pro-forma balance sheet for period 
covered by extension of additional 
credit. 

Finally, you cannot hope to man- 
age or conserve the working capital 
of any company unless it has a good 
tax department. 

Discuss any financing and working 
capital problems with the tax depart- 
ment, but do not let the tax conse- 
quences of any action be your sole 
guide. Sometimes it is better to pay 
more taxes immediately for a long- 
range benefit of more value to the 
company. 


Up to the Management Team 


The creation and control of work- 
ing capital is not a one-man job. Just 
as working capital filters through the 
entire needs of the business, so the 
responsibility for it rests with the 
entire management team. It may be 
that all the final working capital re- 
quirements funnel through the chief 
financial officer, but how much the 
requirements are, when the funds are 
to be on hand, or whether they are 
even needed, must of necessity be 
made by those who are closest to the 
particular need. 

Top management is responsible for 
the success of the business and the 
wisdom of those making the decisions 
at the lower level. They can delegate 
the responsibility, but they cannot re- 
lieve themselves of it. 















prized possession of all 21 in 


Te Executive Award is now the 
the 1956 class of the Graduate 





W. J. DICKSON 


J. A. WALKER 


School of Credit and Financial Man- 
agement conducted by the Credit Re- 
search Foundation, National Associa- 
tion of Credit Men, at Stanford 
University, Palo Alto, Calif. The two- 
weeks’ resident session, held annually 
in July, for experienced executives in- 
training for greater responsibilities, 
had a capacity enrollment of 38 first- 
year, 30 second-year and 21 third-year 
students. The session at Dartmouth 
College, Hanover, N.H., is held an- 
nually in August. 


The following special awards were 
presented as part of the school’s 
graduation exercises: Paul G. Hoffman 
Award for Achievement, to H. A. 
PLANE, United States Steel Supply 
Division, Chicago; Alumni Award for 
Leadership, to FRANK R. DANSBY, 
Union Bank & Trust Company, Los 
Angeles; American Petroleum Credit 
Association Award for Management 
Study Report, to L. B. LUDFORD, 
Boeing Airplane Company, Seattle. 

The management school Com- 
mencement, unlike the ordinary Com- 
mencement, “for the graduate may 
well mark the beginning of a new 
concept of  self-development and 
growth,” said the Commencement 
speaker, J. Allen Walker, general 
credit manager, Standard Oil Com- 
pany of California, San Francisco, 
who is vice president, western divi- 
sion, National Association of Credit 
Men, and a member of the Graduate 
School faculty. 

This concept is “development for a 
purpose, directed by yourself as spe- 
cifically and carefully as you would 
direct the development of someone 
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else for whom you had a direct re- 
sponsibility.” It provides the oppor- 
tunity to start again with a new im- 
petus, a new drive, “a new vision of 
what you can do with the rest of your 
lives.” 

In spite of what universities and in- 
dustry have done and are doing, 
“many men and women today are 
victims of what could be called ‘ar- 
rested self-development’,” the oil com- 
pany executive declared. “They have 
stopped their growth or development 
at a point disappointingly below their 
potential.” 

During the first years of our lives, 
he pointed out, there is the highly con- 
centrated effort, on the part of our 
parents, to develop the potential in us. 
The process continues in our homes, 
at school and in church, with the di- 
rection the responsibility of others. 
Then comes the time when we reach 
an age rather loosely described as 
maturity; we become so-called mas- 
ters of our own fate—and suddenly 
most of the organized effort toward 
development comes to a stop. 


“A certain amount of development 
of growth takes place almost in spite 
of us, or comes as the result of work 
by others,” Mr. Walker noted, citing 
the creditable jobs done by industry, 





Graduate School 
Award Winners 


Special awards at the Stanford 
Graduate School of Credit and Fi- 
nancial Management, conducted by 
NACM’s Credit Research Founda- 
tion, went to the following: 


Paul Hoffman Award for Achieve- 
ment: H. A. PLANE, United States 
Steel Supply Division, Chicago; 

Alumni Award for Leadership: 
FRANK R. DANSBY, Union Bank 
& Trust Co., Los Angeles, president 
of the Credit Managers Association 
of Southern California and past 
president of the Los Angeles Bank 
Credit Men’s Association; 

American Petroleum Credit Asso- 
ciation Award for the outstanding 
Management Study Report: L. B. 
LUDFORD, Boeing Airplane Co., 
Seattle. 


All 21 in the senior class received 
the Executive Award, 








Commencement Offers New Vision of Service and 
Growth, Walker Tells NACM Stanford Graduates 


through special training and manage- 
ment development conferences for ex- 
ecutives and junior executives, and the 
universities, through conferences and 
courses, “but the  self-development 
for which we ourselves are responsible, 
is the part most often neglected.” 

Recognition of our weak points as 
well as our special abilities is a long 
step forward in the process of self- 
development, the executives were told. 
“A marked differentiation exists be- 
tween ‘self-development’ and ‘selfish’ 
development,” Mr. Walker explained. 
“To reach one’s highest potential, the 
development process needs to be moti- 
vated by principle, not expediency, 
together with a philosophy of living 
in which respect for others is para- 
mount.” 


Six Management Responsibilities 

Six fundamental qualifications for 
those who would assume management 
responsibilities, as outlined by busi- 
ness leaders, were listed by the 
speaker: creative ability, judgment, 
administrative skill, positive attitude, 
courage and character. “It is most sig- 
nificant,” he commented, “that each 
of these ingredients for success has to 
be developed from within, by the indi- 
vidual himself.” 

“Alibis” are weak against the his- 
tory of men and women who have 
overcome poverty, physical handicaps 
or other obstacles. Mr. Walker cited 
Herbert Hoover, who surmounted eco- 
nomic hardship, and Helen Keller, 
who though blind and deaf, has built 
herself a rich, inspiring life. “One can 
never consent to creep when one has 
an impulse to soar,” Miss Keller has 
said. 


Self-Development the Key 

“These two persons and others who 
have made great contributions to the 
world around them knew the effective- 
ness of continued growth and self-de- 
velopment,” said Mr. Walker, “and 
it is through self-development in their 
later years that men achieve varying 
degrees of success or greatness. The 
continued growth that has been ex- 
emplified in the lives of the great men 
(Concluded on page 36) 


Use Credit Interchange Reports 
to Increase Sales 


Have you checked lately to see how many of your accounts 
have improved their position sufficiently to justify an ex- 
panded line of credit? 


When your own ledger experience and that of others 
(as tabulated on Credit Interchange Reports) shows 
improvement in the customer’s paying record, an in- 
creased line naturally encourages increased orders. 


Use Credit Interchange Reports freely. They give you definite 
and dependable information, in concise, carefully tabulated 
form. They call attention to conditions of which you may not 
be aware—favorable as well as unfavorable... The Bureau 
serving your area will be glad to give you the interesting 
details — without obligation. 


**For Service 


If you prefer... write 
Credit Interchange Bureaus 
rane NATIONAL ASSOCIATION of CREDIT MEN 
re 1104 Areade Building . . . ST. LOUIS 1, MO. 
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Zebras’ New Leaders Start 
Plans for Expanded Service 


Millard French, of E. L. Mercere, 
Inc., Memphis, the new Grand Ex- 
alted Superzeb of the Royal Order 
of Zebras, NACM, and others in the 
1956-57 official family of the order 
are completing plans for widened 
service to National, with concentra- 
tion upon membership. 

Here are the new officers of the 
Zebras serving with Mr. French: 

Vice Grand Exalted Superzeb and 
Pacific Ranger: E. F. GuesBie, Gar- 
1ett Supply Company, Los Angeles. 

Grand Zebratary-Zebrayer: J. H. 
BRYAN, secretary-manager, NACM 
Mid-South Unit, Memphis. 

Grand Counselor: A. G. KELLER, 
vice president, Mellon National Bank 
and Trust Company, Pittsburgh, im- 
mediate past Grand Exalted Superzeb. 

Eastern Ranger: FREDERICK W. 
Rocers, Fred K. Rogers & Sons, 


Inc., Boston. 


Atlantic Ranger: M. G. SHEvcHIK, 
Elliott Company, Jeannette, Pa. 

North Central Ranger: Kart MEIs- 
NER, Wisconsin Electric Power Com- 
pany, Milwaukee. 


Western Ranger: W. A. Kenmuir, 
Hillview Lumber & Supply Company, 
Niles, Calif. 

South Central Ranger: J. D. San- 
soni, Avondale Marine Ways, New 
Orleans. 


The 38-year old French is a past 
president of the NACM Mid-South 
Unit, 1951-52 (then called Memphis 
Association of Credit Men). Before 
joining E. L. Mercere, Inc. in 1954, 
Mr. French had been secretary-treas- 
urer of South Motors, Inc., having 
advanced from accountant-cashier in 
1949. He was in charge of account- 
ing and tax matters, wholesale and 
retail credits, and administration. He 
previously had been associated with 
a Memphis firm of certified public 
accountants. Mr. French was born in 
Little Rock, and attended the Mid- 
South Institute of Accountancy, 
Memphis. 

At the 60th Credit Congress, Cin- 
cinnati, the annual award of the 
Royal Order of Zebras for outstand- 
ing service went to John B. Schoen- 
feld, vice president, Forstmann, Inc., 
currently president of the New York 
Credit and Financial Management As- 
sociation. 


Mr. French last year was Vice 
Grand Exalted Superzeb and South 
Central Ranger. 
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J. ALLEN WALKER 


(Concluded from page 34) 





and women of history is proof that 
God intended man’s life to be one of 
constant and continued development.” 

Earl N. Felio, treasurer and assist- 
ant secretary, Colgate Palmolive Com- 
pany, New York, is president of the 
Credit Research Foundation. William 
J. Dickson is its managing director 
and is executive director of the NACM 
Graduate Schools. 

The 21 businessmen graduates who 
received the Executive Award at Stan- 


- ford at the fifth annual session, are: 


Danie. E. Avira, Credit Manager, 
Lucky Lager Brewing Co., San Mateo, 
Calif.; Georce M. CarMICHAEL, dist. mgr., 
Pacific Finance Corp., Los Angeles; J. B. 
Corsetr, exec. supervisor, Pacific Finance 
Loans, Los Angeles; 


Frank R. Danssy, asst. cashier & mgr. 
cr. dept., Union Bank & Trust Co. of Los 
Angeles; Jay W. Dopson, div. cr. mgr., 
Bausch & Lomb Optical Co., San Francisco; 
Ratpw H. Jounston, asst. treas., The 
Coast Pipe & Supply Co., San Francisco; 
Gorpon O. Jones, cr. mgr., U.S. Steel 
Supply Div., U.S. Steel Corp., Los Angeles; 
Frank A. Kine, cr. mgr., Inland Container 
Corp., Indianapolis; Jack J. Latnam, 
mgr. customer service, Carr Paper Co., 
Pomona, Calif.; G. C. Lecor, regional cr. 
mgr., Standard Oil Co. of Calif., Seattle; 


L. B. Luprorp, chief cost accountant, 
Boeing Airplane Co., Seattle; Grorce H. 
Moore, mgr, Broadway-Washington Branch, 
Bank of America NT & SA, North Holly- 
wood; J. L. Myers, Credit & Property mgr., 
The Western Co., Midland, Texas; 


H. A. Prange, Regional cr. mgr., U.S. 
Steel Supply Div., U.S. Steel Corp., Chi- 
cago; Jonn L. ScHaerer, Credit & Office 
mgr., Coffin-Redington Co., Div. Brunswig 
Drug Co., Sacramento; Joun T. ScHuLeE, 
controller, The Fluor Corp.. Ltd., Los 
Angeles; Joun K. SHAFFER, cr. megr., 
Owens-Corning Fiberglas Corp., Santa 
Clara, Calif.; Don W. Smita, asst. cashier, 
Bank of America NT & SA, Los Angeles; 
Conway B. Sonne, Senior Credit Analyst, 
Standard Oil Co. of California, Palo Alto; 
G. W. TuHompson, Finance Dept. mgr., 
Lockheed Aircraft Corp., Atlanta; Wat- 
LACE E. Youne, cr. mgr., Schmidt Litho- 
graph Co., San Francisco. 


Los Angeles Women Elect 


The Credit Women’s Club of Los 
Angeles has named Nellie Wald- 
schmidt, Harper & Reynolds Corpora- 
tion, to the presidency. Mitzi Mee, 
credit manager of Radio Station 
KLAC, Hollywood, is vice president, 
and Betty V. Bell, credit manager, M. 
E. Bear & Company, is treasurer. 


Curb on Money Demand Held 
Bulwark Against Inflation 


“If businessmen were able to ob- 
tain all the money they thought they 
should have from the banks for ex- 
pansion, this would result in excessive 
demand for materials and inflated 
prices,” and so a timely tight money 
policy on the part of the Federal 
government and the Federal Reserve 
Board helps check inflation and main- 
tain a high level of prosperity, George 
B. Kneass, assistant to the secretary 
of the treasury, told Cleveland credit 
executives. 

At the same time, it was pointed 
out, more money made available to 
consumers through income tax reduc- 
tions could send the public on a buy- 
ing spree and promote inflation as 
shortages of goods develop, as was 
experienced in the Korean war. 

Mr. Kneass, who assists the treas- 
ury department in financing and debt 
management, spoke before The Cleve- 
land Association of Credit Men. His 
subject was “Sound Money and Debt 
Management.” A. R. Mansir, The 
Central Ohio Paper Company, was 
meeting chairman. 


W. F. Rae of Mennen Elected 


The Purchasing Agents of New 
York named as president William F. 
Rae, purchasing agent for the Mennen 
Company. 


Textile Exporters Elect Filippi; 
Equalized Cotton Fee Proposed 


The Textile Export Association of 
the United States has elected Gerald 
A. Filippi president. He succeeds M. 
J. Cuffe, of Brune, Nadler and Cuffe, 
who has been named chairman. Mr. 
Filippi is president of Manufacturers 
Textile Export Company, subsidiary 
of Pepperell Manufacturing Com- 
pany. William M. Landa, Burlington 
Export Company, and Harold E. 
Dunderman, J. P. Stevens Company, 
Inc., are vice presidents and John 
W. Murray is secretary-treasurer. 

An equalization fee, equivalent to 
the difference between world and 
domestic prices of raw cotton, to be 
paid on exports of cotton products, is 
favored by the association, said Mr. 
Cuffe, who attributed a decline in 
overseas trade to the fact that most 
of this country’s major competitors 
are able to buy cotton 6 to 8 cents a 
pound under prices paid by Amer- 
ican mills. 
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Boy Scout Activity of Utica 
Banker Is News Story Theme 


The Utica (N. Y.) Observer-Dis- 
patch recently devoted its “People 
Worth Knowing” column to J. Fran- 
cis Roche, of the Industrial Bank, 
who has been a director in the Cen- 
tral New York Association of Credit 
Men. Cited repeatedly for his scout- 
ing and youth welfare activities since 
1919, Mr. Roche most recently was 
awarded the St. George medal of the 
Syracuse Diocese for outstanding 
work with Catholic scouts and in 
1955 received a membership plaque 
from the Upper Mohawk Council, Boy 
Scouts of America, of which he is a 
director. 

Before going to Utica from New 
York City, Mr. Roche was represen- 
tative of the American Instalment 
Credit Corporation. 


Tight Money Conditions Aid 
Field Warehousing’s Growth 


Field warehousing—inventory fi- 
nancing—is steadily gaining in vol- 
ume, and today the number of prod- 
ucts covered by field warehousing 
operations represent almost the entire 
range of industries, writes Albert L. 
Kraus in the New York Times. Cur- 
rent tight money conditions are “aid- 
ing and abetting” the expansion but 
generally field warehousing has 
proved helpful in finding funds for 
small and medium size concerns in 
stages of growth and experiencing 
shortages of working capital. Pro- 
ducers of seasonal goods and of new 
products utilize the medium. 

Major concerns listed in this field: 
Lawrence Warehouse Company, 
American Express Field Warehousing 
Corporation, Douglas-Guardian Ware- 
house Corporation the New York 
and St. Paul Terminal Warehouse 
companies, St. Louis Terminal Field 
Warehouse Company, and Haslett 
Warehouse Company on the west 
coast. 

Field warehousing enables the man- 
ufacturer, wholesaler or retailer to 
turn inventory into cash, permitting 
him to take discounts and maintain 
credit rating, and the raw materials 
or finished products are available 
when needed. The field warehouse 


Patronize Credit and Financial 
Management advertisers and tell 


them you saw their ad in this 
magazine. We'll both benefit. 











Swimming pools and cabanas line 
the ocean sands in front of Miami 
Beach’s hotels. 

Twenty hotels are under contract 
to house the delegates to the 61st 
Annual Credit Congress at Miami 
Beach May 12-16, 1957. Top right: 


The Fontainebleau, convention 


headquarters. 


company leases from the business a 
portion of its storage space, the area 
is posted, a bonded warehouse man- 
ager (generally one of the business’s 
own employees) is hired and author- 
ized to issue warehouse receipts which 
become the collateral for loans from 
the business’s own bank. For ware- 
house receipts to be valid collateral, 
the warehouseman must establish 
himself as a disinterested party with 
legal and actual custodianship of the 
inventory. 

In Lawrence’s Secured Distribu- 
tion, no bank loans are involved. 
Dealers are financed directly by the 
manufacturer or supplier under either 
of two agreements, viz.: a) the sup- 
plier stocks a field warehouse on the 
dealer’s premises, giving title to the 
dealer and billing the dealer for the 
goods. The supplier retains control, 
until payment is indicated, through a 
field warehouse release plan. b) The 
supplier also stocks the field ware- 
house but retains title to the goods 
until they are sold and paid for. 
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Sidney Stein Renamed to Head 
Textile Fraud Prevention Fund 


Sidney A. Stein, president of Con- 
gress Factors Corporation, New York 
City, again has been reelected chair- 
man of the Tex- 
tile Fraud Pre- 
vention Fund, 
NACM. 

J. Joseph 
Brown, Catlin 
Farish Company, 
New York, has 
been reelected 
vice chairman of 
the Fund. 

A certificate for outstanding 
achievement was presented by the 
National Association of Credit Men 
to W. G. Willoschat, Hesslein & Com- 
pany, on completion of his three-year 
term on the fraud prevention execu- 
tive committee. 





SIDNEY STEIN 


Not a Bellwether 


THe Auto Inpustry as a bell- 
wether of general business trend has 
been exploded by the statistics of new 
records, or steadiness, in most other 
lines of business while the automobile 
readjustment has been taking place. 

There have been instances in the 
past, says the Cleveland Reserve 
Bank’s “Business Trends,” wherein 
auto industry downturn has been 
paralleled in business as a whole, and 
cases of auto strength despite general 
weakness, but here is a period in 
which general business resiliency has 
absorbed the shocks of auto read- 
justment. 





PERSONNEL MART 


Financial Executive Available 


Top LEVEL financial executive, 15 yrs. 
public accounting, 15 yrs. multi-plant 
mfg. corp. experience. Last 10 yrs. top 
policy-making and administrative 
level. All phases financial accounting 
and controllership activities. Seeking 
position as financial vice president, 
treasurer or controller. Box CFM 
#430. 
Will Relocate, Travel 


AVAILABLE: General credit manager, 
controller or executive assistant. 

‘EXPERIENCE: 10 years in account- 
ing, credit, taxes, insurance, teach- 
ing, etc. Ability on procedures. Will 
relocate and will travel. Box CFM 
#431. 












BOOK REVIEWS 


BEGUN ON PAGE 27 





solution. The cases are organized in 
four increasingly complex groups: 

(1) Specific problems involving 
clearly defined alternatives; (2) then 
alternatives less clearly defined; (3) 
here the cases are noticeably broader, 
crossing problems in different fields, 
and (4) the last group, placing in- 
creasing emphasis upon detailed pro- 
grams of action and their implementa- 
tion items. 

This book, emphasizing the devel- 
opment of analytic ability rather than 
specialized techniques, will be helpful 
to anyone dealing with problems of 
business administration. 


THe Super MarKet—By M. M. Zim- 
merman, 340 pages. $6.00. Mc- 
Graw-Hill Book Company, Inc., 
330 West 42nd St., New York 36, 
a es 
e A complete story and record 

of the dramatic impact the super 
market has had on business and 
economies, its growth and its future. 
There is information on its set up, 
departments, layout, financial struc- 
ture, community and public relations, 
all written not only for the operator 
but for anyone who sells or contem- 
plates selling the super-market. 


215 SuccessFuL Door OPENERS FOR 
SALESMEN—by David Seltz. $4.95. 
Prentice-Hall, Inc., 70 Fifth Ave., 
New York 11, N.Y. 


e A practical and unique presenta- 
tion on how to overcome selling 
obstacles. 215 tested and proven tech- 
niques and methods covering every 
conceivable selling situation. 


MobERN MarRKETING—By Harry Wal- 
ker Hepner. $6.00. McGraw-Hill 
Book Co., 330 West 42nd St., 
New York, N. Y. 

e Objectives are to orient both 
student and practitioner and to 
awaken awareness of the ways in 
which the principles of marketing 
functions are integrated into the lar- 


Be not one of those perfect 
people, who in order not to 
do wrong, never do any- 


thing. 
—The Light 
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ger framework of management’s 
thinking, policies and programs. 
Each chapter provides a restatement 
of the principles which govern good 
marketing procedures. 

A chapter on “Credit as a Factor 
in Marketing” ably covers all phases 
of the importance of credit in busi- 
ness management and _ successful 
marketing. 


How To Forecast Business TRENDS 
—by Dr. Heinz E. Luedecke. $1.00. 
The Journal of Commerce, 80 


Varick St., New York 13, N.Y. 


e A practical analysis of business 
trends, describing methods and sug- 
gesting specific decisions for the busi- 
ness executive, covering contempo- 
rary economic thought and its bear- 
ing on the development of business 
trends. 


OTHER BOOKS REVIEWED 
AND RECOMMENDED 


SERVICE TO STOCKHOLDERS OF THE Cor- 
PORATION—Its meaning—Its evaluation. 
Monograph. 120 pages. $12.00. By American 


_ Institute of Management, Inc., 125 E. 38th 


St.. New York 16, N.Y.—Fourth in a 
series of 10 volumes on basic theory and 
practice of the management audit, this 
work is a discussion of 20 interrelated 
subjects. A conclusion drawn is that this 
period of rapid industrial transition re- 
quires awareness of ways in which, di- 
rectly and indirectly, the stockholders’ 
interest is best served. 


SEcURED TRANSACTIONS, by Lester E. Den- 
onn, and ARRANGEMENTS UNDER CHAPTER 
Il or THE Bankruptcy Act, by Sydney 
Krause, are works within a series headed 
“General Practice,” 17 monographs ex- 
ceeding 1,600 pages, each at $1.50, the 
total at $20.00. Practising Law Institute, 
20 Vesey St., New York 7, N. Y—Field 
warehousing and factoring have major at- 
tention in “Secured Transactions.” The 
other work concerns statutory procedure 


and the conduct of an arrangement pro- 
ceeding. 


Tue Power to Go—The saga of the auto- 
motive industry. By Merrill Denison. 324 
pages. $5.00. In the American Industries 
Series, William Haynes, editor. Doubleday 
& Co., Inc., 575 Madison Ave, New York 
22, N. Y.—A popularly written work that 
begins with “An Automotive Chronology— 
from contraption to social and economic 
force,” traces the beginnings and amazing 
progress of the industry, with the myriad 
offshoots integral to the economy. 
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The i fire the+ gutted the general offices 


of Curtiss Candy Company, Chicago, left a sham- 


bles of charred beams, smashed flooring and 
crushed equipment. But records were saved. 
“Housed in Mosler safes, the various records, 
among them local and national tax records, files 
of Curtiss’ treasury department, profit and loss 
statements, ledger cards and ledgers survived the 
fire in splendid condition,"' reports R. B. Schnering, 
Curtiss president. 


KEEPING INFORMED 
(Continued from page 27) 


the public; and the extent of credit 
used in the stock market. Write to 
New York Stock Exchange, 11 Wall 
St., New York 5, N. Y. 35 cents a 


copy. 


Can We Depression-Proor Our 

Economy ?—Recommendations for 
preventive measures by business anal- 
ysts, and discussions of eight “built- 
in” stabilizers, with appendix includ- 
ing the Employment Act of 1946 and 
the President’s message of 1953 on 
reorganization of the Executive Coun- 
cil of Economic Advisers. Chamber 
of Commerce of the United States, 
Washington 6, D. C. 


Jos GETTING GUIDANCE FOR YOUNG 

PrEopLE—A 6-page pamphlet giv- 
ing tips on applying for and holding 
the job you want. Write to the Voca- 
tional Counselor, Big Brother Move- 
ment, 33 Union Square, West, New 
York 3, N. Y. Price 10 cents. 


DEVELOPMENT OF THE SALES FINANC- 

ING INDUSTRY IN THE UNITED 
States—A 19-page pamphlet gives 
the history of sales financing and ex- 
plains conditions that brought about 
the demand for instalment selling. 
Write to the American Finance Con- 
ference, 176 West Adams St., Chicago 
3, Ill. Single copy free. ‘ 












Because we have been doing “so 
much better than you think,” pros- 
pects are better for the next 10 and 
15 years than in the period after the 
war when we had a great deal of 
‘catching up to do,’ declares Dean 
Arthur R. Upgren, economist. Bank 
liquidity, increased family income 
and even our inflation, which he sees 
as not important, are the contributing 
factors cited. 

Reducing the “fire alarm approach 
to problem solving” by encouraging 
a system of checks and balances to 
lessen tendency to off-the-cuff de- 
cisions, is the way one large com- 
pany’s controller sums up its con- 
structive philosophy. Management 
planning and control practices in the 
areas of cost accounting, cost esti- 
mating and profit planning, inte- 
grated data processing and the effect 
of automation on business were 
among the topics of other speakers 
at the Midwestern conference of the 
Controllers Institute of America in 
Dayton. 


Optimistic on Long Range 


Dr. Upgren, dean of the Amos 
Tuck school of business administra- 
tion, Dartmouth College, Hanover, 
N. H., and faculty member of NACM 
Credit Research Foundation’s Grad- 
uate School of Credit and Financial 
Management, envisions an optimistic 
long-range future based on _ these 
three ways in which the economy has 
been “doing better than you think”: 

(1) Inflation—“In the 5 years 
ended March 15th there had been no 
important inflation. Raw material 
prices are down; wholesale prices are 
unchanged and down a little, with on- 
ly the industrial goods component 
slightly higher, but fully offset in the 
wholesale price level index by de- 
clines in the price of farm products. 
The consumer price index has ad- 
vanced very little.” 

(2) Family income enlargement— 
“In 1945, family income average was 
about $4,000. Last year it was $5,- 
650. For 1960, according to the Twen- 
tieth Century Fund, the figure is 
estimated to be $6,125. The estimate 
of President Eisenhower can be trans- 





Bank Liquidity, Higher Family Incomes 


lated into an average family income 
of $6,760 for 1965.” 

(3) Bank liquidity—‘“In the past, 
we always ran out of money. All our 
deep depressions reached their great- 
est depth when we had a complete 
collapse of the money supply. It will 
not occur again in the discernible 
future, because we have built up bank 
liquidity to levels twice as high as 
the best in good times prior to the 
1930’s. In mid-1954, liquidity of all 
the banks under the jurisdiction of 


The illusion that times that 
were are better than those 
that are, has probably per- 
vaded all ages. 

—Horace Greeley 


the controller of the currency was 61 
per cent.” 

Other factors that have greatly 
strengthened the structure of the 
American economy, Dean Upgren 
noted as: 1) the “built-in” stabilizer 
in our system of federal taxation; 
2) pensions, unemployment compen- 
sation and retirement benefits; 3) 
liquid savings increased and business 
working capital at all-time maximum, 
debts arranged on an amortized basis. 


Heinz Company’s Profit Plan 
In the profit planning area of man- 
agement planning and control prac- 
tice at H. J. Heinz Company, Pitts- 
burgh, F. M. Bretthelle, department 
manager, profit planning, discussed 
the company’s fiscal year program, 
“a rather rigid measuring stick” 
against which operating results are 
compared, and the 5-year profit and 
capital forecast is revised yearly, to 

adjust to changing conditions. 


Automated data processing received 
important attention. “The trouble with 
automation today is that 90 per cent 
of it is emotion and 10 per cent fact,” 
declared James A. Dollard, manager 
customer administration program, de- 
partment of education, International 
Business Machines Corporation, Pough- 
keepsie, N. Y. 

Main reasons why “it generally 
takes a minimum of two years to get 
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Paint a Bright Decade, Says Upgren 


ready to use the new accounting 
equipment and sometimes as much as 
a quarter of a million dollars in mak- 
ing the necessary surveys to do an 
effective job,” Mr. Dollard pointed 
out as: (1) Every detail of every 
operation must be recorded on paper 
and in the proper sequence; (2) In- 
ternal resistance—people everywhere 
object to change; they must be sold 
on the new approach; (3) “Political” 
resistance—honest differences of ex- 
ecutive opinion as to how a job 


should be done. 


Forming Basic Computer Staff 


R. B. Gookin, controller, H. J. 
Heinz Company, author of the ‘fire 
alarm’ phrase, in discussing the man- 
agement planning and control objec- 
tives of the company, touched on its 
electronic data processing depairt- 
ment, in existence for a year. “Two 
employees with wide company experi- 
ence have worked in this area to re- 
search ways and means of facilitating 
and improving our management plan- 
ning, coordinating and control of 
operations. This group has completed 
a feasibility study which indicates we 
do have an economically sound ap- 
plication for a large size computer. 
We are now in the first stages of or- 
ganizing a 12-man staff to prepare 
detailed procedures of six basic op- 
erations in our company for pro- 
gramming and application to a cen- 
tralized large computer system.” 

“‘Needless waste occurs as a result 
of the means used to prepare and de- 
liver necessary facts to key people,” 
according to P. B. Garrott, director 
of applications research, The Stand- 
ard Register Company, Dayton, Ohio. 
Explaining the role of several “com- 
mon language” machines in auto- 
mated processing of necessary repet- 
itive information, Mr.  Garrott 
recommended attention to two simple 
rules: (1) record reusable data as 
early as possible on office machines 
which create some form of data per- 
petuating record, and (2) process 
such data on office machines which 
may be operated by, and also may 
produce other, data perpetuating 
records. 









CALENDAR OF EVENTS IMPORTANT TO CREDIT 








BRAINERD, MINNESOTA 

(Pelican Lake) 

September 6-7-8 

North Central Credit Conference, 
including Minnesota, North Dakota 
and Winnipeg 


¢ 


San FRANcIsco, CALIFORNIA 
September 6-7-8 
NACM Western Division Annual 


Secretary-Managers Conference 
¢ 


SoutTH Benn, INDIANA 
September 14 
Indiana and Southern 


Michigan 
Credit Conference 


* 


CLEVELAND, OHIO 
September 17-18-19 
Credit Management Workshop 


¢ 


WATERLOO, Iowa 

September 19-20-21 

Tri-State Credit Conference, com- 
prised of Iowa, Nebraska and 
South Dakota 


Harriman, New York 
October 1-2-3 
Credit Management Workshop 


Fonp Du Lac, Wisconsin 

October 9 

Wisconsin—Upper Michigan Annual 
Credit and Business Conference 


= 


MONTREAL, QUEBEC 
October 14-15-16 
Credit Management Workshop 


¢ 


San Francisco, CALIFORNIA 
October 14, 15, 16, 17 
Robert Morris Associates Annual Fall 


Conference 


* 


St. Louis, Missouri 
October 17-18-19 
Tri-State Annual Credit Conference, 
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including Kansas, Missouri and 
Southern and Western Illinois. 


¢ 


RocHEsTER, NEw YORK 

October 18-19-20 

Tri-State Conference, including New 
York State, New Jersey and East- 
ern Pennsylvania 


¢ 


Cuicaco, ILLINOIS 

October 24 

Annual Illinois Regional Credit Con- 
ference 


¢ 


PROVIDENCE, RHODE ISLAND 

October 24-25 

Annual New England District Credit 
Conference, covering Connecticut, 
Maine, Massachusetts, New Hamp- 
shire, Rhode Island and Vermont. 


* 


Los ANGELES, CALIFORNIA 

October 25-26 

Pacific Southwest 
Conference 


Credit 


Annual 


ToLepo, OHIO 

October 25-26 

Ohio Valley Regional Conference, 
covering Ohio, Western Pennsyl- 
vania, West Virginia, Kentucky 
and Eastern Michigan. 


PROFILED 


J. S. Mudge, district coordi- 
nator, office and credit manager 
for the Sperry Division of Gen- 
eral Mills, Inc., in Spokane, was 
the theme of a two-column profile 
sketch in the Spokesman-Review. 

They met in church. W. R. Aus- 
tin, then Spokane manager of the 
company, was a trustee of Grace 
Baptist Church. He named Mr. 
Mudge church treasurer. Later in 
the year (1929) Mr. Austin picked 
him for an accountant’s post in 
the company. 





ToLepo, OHIO 
October 26-27-28 
Midwest Credit Women’s Conference 


* 


Houston, TEXAS 

November 8-9-10 

First Southern Division Credit Con- 
ference of the National Association 


of Credit Men 
& 


Curicaco, ILLINOIS 

November 18-21 

Annual Meeting American Petroleum 
Credit Association 


¢ 


SanTA BARBARA, CALIFORNIA 
January 24-26, 1957 
Credit Management Workshop 


¢ 


PoRTLAND, OREGON 
March 20-21-22, 1957 
Annual Northwest Credit Conference 


t 


Miami BEACH, FLORIDA 

May 12-16, 1957 

6lst Annual Credit Congress and 
Convention, National Association 
of Credit Men 


Mr. & Mrs. Briggs in Europe 
On Rochester Unit Gift Tour 


“Bon voyage,” through the cour- 
tesy of the Rochester Credit and 
Financial Management Association, 
Inc., set an even happier note than 
usual aboard the “Queen Elizabeth” 
for executive secretary Charles J. 
Briggs and Mrs. Briggs. Their 
month-long, expense-paid trip is 
a thank-you on Mr. Briggs’ 25th 
anniversary with the association. C. 
Herbert Bradshaw, past president, 
National Association of Credit 
Men, and general credit manager, 
Bausch & Lomb Company, made 
the gift trip announcement at the 
dinner of the unit. 

Edwin B. Moran, vice president, 
National Association of Credit Men, 
presented Mr. Briggs a plaque for 
outstanding service, on behalf of 
National. 

While abroad, Mr. and Mrs. Briggs 
will meet, for the first time, their 
Italian foster daughter, Carolina 
Valentina, 12, whom they have spon- 
sored for the last three years. 











Credit “Col-local-isms” 

From The Credit Association of 
Western Pennsylvania comes this 
anecdote, which points up the con- 
tribution the individual can make to- 
ward the enrichment of credit termin- 
ology: 

“One of our members was calling 
on a subjobber in the mountain area 
aid in discussing present-day condi- 
tions asked him how he controls his 
credit problems. The subjobber re- 
sponded, with a shrug, that his prob- 
lems are very small. Being personally 
acquainted with all his customers he 
could easily enough make deliveries 
and collect his money. He added that 
on the good accounts he marks the 
delivery record for the driver 
“Open,” which means leave the mer- 
chandise. On some questionable ac- 
counts he marks the delivery record 
“COD” which means collect but if 
the money is not available, leave the 
merchandise knowing there is nothing 
outstanding on the books. On chronic 
bad accounts he marks the record 
“COD-FOB” which means get the 
cash or “fetch on back”.” 

Question: Could EOM mean “he 
Enjoyed Our Merchandise long 
enough; now we'd like to Enjoy Our 
Money?” 


New Inflation Threat Posed 
By Union Monopoly Practice 


A new force for inflation, the tend- 
ency of wage rates to grow without 
any definite or normal relationship 
to market conditions, threatens the 
free world, and the problem is most 
acute in those countries in which 
trade unions are most powerful and 
unified, reports the research depart- 
ment of the National Association of 
Manufacturers, New York. The econ- 
omists name these steps as necessary 
‘if this danger is to be avoided”: 

(1) Wage increases, at the maxi- 
mum, must be restricted company by 
company, to increases in productiv- 
ity, and, in the general public interest, 
the wage increase should be held to 
an even smaller figure. (2) Gains in 
productivity should not all go to 
labor but should be divided three 
ways: to labor for its increased effi- 
ciency, to investors for the more 
effective tools and machines their sav- 
ings provide, and to consumers 
through price reductions. (3) The 
monopolistic practices of small 
groups at the head of international 


unions in mass production industries 
should be curtailed and bargaining 
restored to the local level. 

The economy now has built up to 
the inflated money supply of the war 
and postwar years, as a result of in- 
creased volume at higher prices, and 
there is no further room for higher 
labor costs per unit of production to 
be absorbed, says the NAM report. 


Langley Heads Canadians’ 
National Credit Association 


Joseph Langley, credit manager 
and chief accountant of Drummond, 
McCall & Co., Ltd., of Montreal, has 
begun his new 
duties as national 
president of the 
Canadian Credit 
Men’s Trust As- 
sociation. Credit 
and financial ex- 
ecutives state-side 
will recall that 
Mr. Langley was 
general conven- 
tion chairman of the Second Inter- 
national Credit Convention and 57th 
Annual Credit Congress, in Montreal 
May 17 through 21, 1953. 

Mr. Langley had joined Drum- 
mond, McCall & Co. in 1919 as credit 
manager and accountant, and two 
years later began a continuous service 
to the CCMTA as a member. A gov- 
ernor in the Quebec Division for 
years, he became 1944-45 divisional 
president. He was elected a national 
director in 1952, and now succeeds 
Gordon J. McLean of Winnipeg as 
national president. 

The new vice president is Trevor 
O. A. West, credit manager, Metals 
Limited Division of Empire Brass 
Mfg. Co., Ltd., Calgary. 





JOSEPH LANGLEY 


New San Jose Office 


The Credit Managers Association 
of Northern and Central California 
has opened an office in San Jose with 
Fred Hisey manager. A native Kan- 
san, the 34-year-old Mr. Hisey had 
been with Dun and Bradstreet, Inc., 
for the last ten years and was man- 
ager of the Fresno office. 


P. J. Warner Heads NACA 


Philip J. Warner, president of 
Ronald Press Company, New York, 
has been elected president of the Na- 
tional Association of Cost Account- 
ants. 
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Customer Rélalions 


‘With “thank you’s” filling the 
air daily, it seems rather strange 
that credit people are shy in this 
respect. An experience reported 
by Armour & Co ny illus- 
trates that customers are human, 
too, and like to feel they’re 
appreciated. J. R. Y. has been 
an Armour customer for more 
than 30 years, notes the dis- 
trict credit headquarters at Phila- 
delphia. Here is what they wrote 
to him and J. R. Y.’s reply: 


“Dear Mr. (J. R. Y.): While 
going through the files, it occur- 
red to us that many successful, 
highly-rated merchants never 
hear from the credit man; yet 
they’re the ones who help to 
make our jobs easier and more 
pleasant. ... Our folks in Roan- 
oke speak highly of you, and 
have commented on the prompt 
and businesslike way you’ve 
always traded with us. We don’t 
aim to just take customers like 
you for granted; we know you 
rate at least a note of apprecia- 
tion. And, in your case, it’s long 
overdue. Thank you very much!” 
- - » » Roanoke wrote later: “Mr. 
(jJ. R. Y.) seemed very happy 
over receiving your letter and 
expressed his thanks, stating it 
was the first and only letter he 
had ever received of this nature.” 
- « « « Yep, we ought to be 
ashamed. For goodwill is good 
business.” 





“Middle Management” Salaries 
Rise 5% to $11,347 Average 


“Middle management” compensa- 
tion averaged $11,347 in 1955, an 
overall increase of approximately 5 
per cent over the previous year. 
Three-fourths of the executives in this 
category (those between the policy- 
making level and that of general fore- 
man or first-line supervisor) received 
increases in 1955, and 47.8 per cent 
received bonuses. In small companies 
mid-management pay usually ranges 
from $5,000 to $14,000 a year, while 
in large companies it may go as high 
as’ $30,000. 

The figures are contained in a 
study by the American Management 
Association, its fifth annual survey, 
of compensation paid in 33 different 
industries to more than 20,000 ex- 
ecutives in the fields of marketing, 
manufacturing, finance, purchasing, 
engineering and industrial relations, 
for the period March ’55 to March 
56. 
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P. E. SKEEN 





Executives in the News 

















R. M. DE GILIO 


W. B. BEHRENS 


Knoxville Association Head 


21 Years With Sole Employer 


Paul E. Skeen began his business 
career with House-Hasson Hardware 
Company as a bookkeeper 21 years 
ago. Today he is credit manager of 
the company. Outstanding endeavors, 
particularly in membership, for the 
Knoxville Wholesale Credit Associa- 
tion have won recognition recently in 
his election as president of the asso- 
ciation. 

In World War II Mr. Skeen served 
with the Seventh Service Group, 
Army Air Force, in the South Pa- 
cific. He participated in the liberation 
of Luzon, acquiring a handful of rib- 
bons and “hardware” (not the kind 
he sells). Owner of a green thumb, he 
naturally is a garden hobbyist. 


“T” Is for Treasury and 


Tacoma Service as Well 


Newly elected president of the Ta- 
coma Association of Credit Men and 
Wholesalers Association of Tacoma, 
Richard A. Meyer was with the In- 
ternal Revenue Department for six 
years, then a public accountant one 
year before he joined Blake, Moffitt 
& Towne, Inc. He is secretary-treas- 
urer of the Tacoma branch of the 
paper and paper products company. 

Born and raised in Tacoma, Mr. 
Meyer left it to serve two years as 
bombardier in the U. S. Air Force, 
European theater. Before the war he 
was associated with a local bank. 


Welfare of Blind Is Concern 
Of Cincinnati Credit Leader 


Native of the “friendliest big city” 
and graduate of its University of Cin- 
cinnati, is William B. Behrens, who 
was entertainment chairman for the 
60th Credit Congress. A past presi- 
dent of the Cincinnati Lions Club, he 
presently is a trustee of its Blind Wel- 
fare Fund. Recent election as presi- 
dent of the Cincinnati Association of 
Credit Men is recognition of service 
to profession as well. Mr. Behrens is 
secretary-treasurer of The Randall 
Company, Cincinnati, with which he 
has been associated 26 years; also is 
secretary-treasurer of The Wagner 
Manufacturing Company, Sidney, 
Ohio. He bowls with the Credit Asso- 


ciation League. 


3-Time Head of Indiana Unit 
Earns New Honors in Southwest 


Consistent winning of top associa- 
tion posts is a Dewey Walker habit. 
The credit manager of D-X Sunray Oil 
Company, Tulsa, 
followed up elec- 
tion as president 
of the Southwest 
Petroleum Credit 
Association with 
election a week 
later to the presi- 
dency of the 
Tulsa Wholesale 
Credit Managers 
Association. He was three times presi- 
dent of the Terre Haute Association 
of Credit Men (1942, 1943 and 1945) 
before transfer to the company’s Tulsa 
general office in 1952. 

Earlier this year, when Mid-Conti- 
nent Petroleum Corporation, with 
which he has been associated for 27 
years, consolidated with Sunray Oil 
Company to form D-X Sunray Oil 
Company, Mr. Walker was named 
credit manager of the combined oper- 
ation. 





DEWEY WALKER 






42 CREDIT AND FINANCIAL MANAGEMENT, September, 1956 





Stanford Merit Award Winner 
Given Association Top Honor 


The 1955 recipient of the Alumni 
Merit Award of the Graduate School 
of Credit and Financial Management, 
NACM, Stanford, 
John C. Wiesner, 
this year wins 
honor as_presi- 
dent of the Credit 
Managers Associ- 
ation of Northern 
and Central Cali- 
fornia. In the as- 
sociation he has HP® 
been chairman of J.C. WIESNER 
credit methods and practices, mem- 
bership and holding, and publicity 
committees; chairman of the Food 
Manufacturers Credit Group and the 
foreign credit chapter. He is past di- 
rector of Vigilantia, Inc. 

Mr. Wiesner started in the credit 
department of California . Packing 
Corporation, San Francisco, 30 years 
ago, and became credit manager in 
1948. He is a Fellow of the National 
Institute of Credit. 





From Parachuting in Combat 
To Happy Landing in Credit 


At the age of 18 Ralph M. DeGilio 
“hit the silk” as paratrooper with the 
517th Parachute Combat Team. To- 
day, at 32, he has become president of 
the Syracuse Association of Credit 
Men. He is credit manager of Syra- 
cuse Supply Company, distributor of 
industrial supplies, machine tools and 
construction equipment. Following 
military service from 1942 to 1945, 
Mr. DeGilio studied at Syracuse Uni- 
versity. He began employment with a 
credit reporting agency, subsequently 
branched out into retail, wholesale 
and loan company employment before 
joining Syracuse Supply in 1951. A 
family man now, this native of central 
New York has two daughters. 








DON’T MISS THE BOAT! 


Mail Your Reservation Now! 


for the 
1957 Edition 


CREDIT MANUAL 
of 


Commercial Laws 


Lasr year, within a few months after publication date the entire 1956 edition was sold 


out. Many orders had to be turned down. We, therefore, urge you to place your order now 
and avoid disappointment. 


lems one by one and gives the solutions, clearly, concisely and in layman language 


The Credit Manual is specially written for credit men. It takes their legal prob- { 
— your everyday language. 


The CREDIT MANUAL OF COMMERCIAL LAWS is the only book which deals exclu- 
sively with the credit side of the law. Every detail of the laws of sales is included: the 


law of contracts, secured transactions, bankruptcy, negotiable instruments and many others. 
Nothing is omitted that concerns credit sales. 


Special Pre-Publication Offer 


The special pre-publication price to members of the N.A.C.M. is $7.85—a saving of $2.15. (Regular 


price $10.00). Only a limited number of copies will be printed, so send in your reservation order today 
and take advantage of this special offer. 


National Association of Credit Men 


Publications Department 229 Fourth Avenue, New York 3, N.Y. 





looking for your New York correspondent? 


-.-. focus on the people at 


What do you look for in a New York correspondent? 
¢ Prompt and efficient check clearing? 
¢ Assistance on portfolio analysis? THE 


¢ Up-to-the-minute credit information? CH A S E 
These are just a few of the 33 reasons why so many bankers select Chase 
Manhattan as their New York correspondent. We'll be pleased to send M 
the complete listing. Just ask for “Doorway to Greater Usefulness. . .” ANHATTAN 
What we think is equally important is the spirit of friendliness, of interest BANK 
in your problems whether they are routine or unusual, large or small. HEAD OFFICE: 18 Pine Street, N.Y.15 
Why don’t you talk to the people at Chase Manhattan soon? Member Federal Deposit insurance Corporation 








